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PREFACE 
The purpose of this thesis is twofold: first, to trace 
chronologically those factors which have led to the adoption of 
the present income tax in Massachusetts; secondly, to show its 
current position as well as its progress. This thesis is con-
structed with the idea of presenting the case to the reader in 
such a manner that his comprehension of its breadth and depth 
j Will be easily facilitated and in trying to do this a synthesis 
of past and present work of numerous authors has been inter-
preted to the best of the writer's ability. 
The author gratefully acknowledges the assistance and the 
constructive suggestions of Professor C. P. Huse of Boston 
Univers ity which has been so helpful in the preparation of this 
manuscript. 
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INTRODUCTION 
I 
I 
I 
In this thesis, A History of the Massachusetts Income Tax, I 
I I 
the writer has sought to give the reader a brief history of 
.• those tax systems which are directly and indirectly reflected 
I 
in the Massachusetts Income Tax. Brief mention will be made of 
European Income Taxes, but the center of attention will be 
around those American tax policies from which our modern income 
1 tax has sprung, such as the old Massachusetts faculty tax, the 
!' operation of the tax as it was passed in 1916, the changes in 
the law since then and the conclusions that have been reached. 
I 
· The primary aim at all times has been to present a clear and 
I 
comprehensive picture. 
The most challenging problems of local, state, and federal 
, governments are in the field of taxation. Tax experts for 
generations have searched for a tax system which will bring in 
I 
a maximum amount of revenue to the treasury and at the same time 
bear not too heavily on the tax payer or business enterprise. 
In their attempt to reach ability to pay taxes, fiscal authori~ 
l have formulated the income tax. At the present time there are 
more than fifty countries using an income tax. The income tax 
in Massachusetts is the most popular tax within the state. No 
tax perhaps can be called popular, but recognizing the need a 
state has for revenue in order to meet its expenses, most 
people realize that some kind of tax is necessary and prefer 
the income tax to any other. It satisfies most ever one's ==~~==~~~~~~~~~~~~=r=== 
I 
I ,, 
I 
----=-=~­
,. 
I sense of justice, because the income tax in Massachusetts makes 
I 
II an attempt to tax incomes in accordance with their ability to 
I d bear burdens. It spares the poor and even the rich in lean 
I ~ ~· years. This idea that taxes should be paid in accordance with 
I one's ability is widely accepted by all. The Massachusetts 
'I 
!) Income Tax has been ·successful because it has followed the 
. 
I principles of sound taxation. Even though it has lessened so 
I far as possible the burden of taxation on those least able to 
bear it, sufficient revenue has been provided. In 1918, two 
II years after its introduction, the amount collected was over I 
j :~14,000,000. This record cannot be matched by any other state. !j 
I The Massachusetts Income Tax has removed all influences which 
might retard the growth of the state and the continued develop-
' ment of business, industry and wealth within the state upon 
1
, which the prosperity of the state depends. Cost of collection 
I 
I and administration has been kept low and the revenue received 
has been spent wisely. This tax has prospered because it was 
1 
worked out by men who had made a careful study of the subject 
I of taxation and at all times had the state's best interest at 
I 
io 
heart. 
I 
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CHAPTER I 
EARLY INCOME T~ SYSTEMS 
Medieval Tax Systems 
"The income tax is by no means a new thing. It is as old 
as the tithes of Biblical times, and appeared later in the Roman 
estimo, the French dixieme, and the English tenth •••• nl The 
exact records of these ancient income taxes are no longer 
available, but it is of great interest and quite significant 
to note that the taxation of incomes was a legitimate field 
for governmental revenues. 
In order that we may readily observe the trend toward the 
taxation of incomes, the following chronological list of im-
portant incomes taxes is presented.2 
1379 - England, graduated poll and income 
1447 - Italy (Florentine Republic) 
1702 - Austria 
1724 - Russia - classified poll tax 
1799 - England - Napoleonic War tax 
1820 - Prussian - classified poll tax 
1842 - England 
1. Indiana Farm Bureau Federation, "The Theory and Application 
of a State Income Tax", 1926, p. 64 
2. Mills and Starr, "Readings in Public Finance and Taxation", 
p. 455 
II 
I 
I 
3 
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As can be noted in the above list of dates, taxes similar in 
idea to our modern income tax have been in practice since the 
later part of the 14th century. This early tax had more 
characteristics of an income tax than a poll tax since the 
citizens of England were separated into various legal classes 
upon the basis of their social position. I A person's rank, con- II 
II dition of life, size of income, and amount of property were im-
portant factors in determining the class into which a person 
would fall since they determined the amount of tax the individu 
would pay. Such a tax as this, even though ancient, did intro- Ji 
duce into taxation the consideration of the taxpayers' ability. II 
11 
Modern European Income Tax Systems 1 
The first modern law pertaining to income taxation was I 
passed in England in 1799 under the instigation of William Pitt. ! 
This first income tax law levied taxes on incomes under five 
main divisions similar to the present day tax.l A certain 
portion of incomes was exempt from taxation and deductions or 
allowances were made for children and life insurance policies. 
In 1803, Addington's Property and Income Tax Law was passed. 
This tax was provided for by two acts. The first act was a 
combination of several taxes into a system to tax all incomes 
with the exception of certain fixed sums. This act taxed 
incomes from the holdings of real estate, rents and public 
1. For schedule of current assessments see Appendix A, p. 116 
4 
I 
I 
!I 
5 
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salaries, levying the tax at its source. The second act was 
aimed at the incomes of industry and resulted in a tax on 
industrial earnings and interest on capital. The taxpayer in 
this case was to declare the amount of income subject to taxa-
1 
tion. This tax was primarily to finance the Napoleonic T~ars and 
was highly productive. The act was repealed in 1816 and no 
income taxes were used until 1842 when Sir Robert Peel was 
assigned the task of providing for a very depleted English 
treasury. 
English Income Tax of 1842 
In order to provide this revenue, the income tax of 1816 
was revised and once again put into use. This law along with 
gradual changes by subsequent laws has continued until the 
present time. The English Income Tax is considered by econo-
mists and students of taxation to be one of the most successful 
in operation. Professor Seligman has given the following 
reasons for the success of the British Income Tax. "The British 
system of assessment is successful because the assessors command 
the confidence of the recipients of income. The supervision is 
by men of high caliber, who are rendering service, not for 
private gain, but because they are animated by a spirit of publL 
duty. The collection at source, furthermore, has eliminated 
the distasteful and disquieting inquisitional procedure which 
arises from the attempt to assess incomes. The policy of keep-
ing the rate low, of recognizing different classes of incomes, 
and the introduction of graduated and super taxes, have had 
'I 
'I 6 
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The succesJ 
I 
their influence in making the tax generally popular. 
of present income taxes in England is a monument to the thought 
and care which the fiscal experts exercised in organizing and 
proposing their form of revenue~•l 
Prussian Income Tax 
Before we leave the subject of foreign income taxes which 
have undoubtedly had considerable influence on American income 
taxes, it would be well to mention the Prussian Income Tax. 
This tax has had an interesting history, since it has developed 
out of graduated capitation or class taxes which date back to 
1821. In that year, the Prussian government established a 
class tax in order to meet increasing deficits. Under this law, 
the population was grouped into four classes according to the 
social position of the individual. In addition, for discre-
pancies within these class limits, there were three different 
rates imposed to allow for variations of wealth in each class. 
This was in effect a class tax imposed at twelve different 
rates. This tax was an improvement on prior taxes yet it did 
fail to reach incomes in the highest brackets. 
1. Seligman, rrThe Income Tax", p. 214. 
--= -=- --=--==-
CHAPTER II 
THE MASSACHUSETTS FACULTY TAX 
While it is essential that adequate credit be given to Euro 
pean tax systems as being influential in the construction of 
American tax policies, it is equally essential that we do not 
overrate their influence. The effect of European tax policies o 
the Massachusetts Income Tax must of necessity be classified as 
indirect and is, therefore, of less i mportance than those early 
American tax systems which were directly affected by European t 
policies and had a direct effect upon the Massachusetts Income 
Our whole general system of taxation can be traced to the 
Colonial legislation without any fundamental alterations. The 
same is true of the methods of appointing assessors, collecting 
taxes, fixing exemptions, and granting abatements. As early a s 
1651, the first settlers in Massachusetts passed a law providing 
"that the lands and estates of all men should be rated for 
all town charges where the lands and estates s hall lie, and 
t heir persons where they dwell. All persons were to be 
ass essed for one shilling and eight-tenths per head . The 
estate of all merchants, shop-keepers, and other factors 
were to be assessed by the rule of common e~timation, accord-
ing to the will and doom of the assessors." 
I n thi s same year our first form of income tax was estab-
lished. 
• 
"All such persons as by the advantage of their arts and trades 
are more enabled to help bear the public charge than common 
laborers, and workmen, as butchers, bakers, brewers, carpen-
ters, tailors, sh oe-makers, joiners, barbers, millers, and 
masons with all other manual persons and artists, such are 
to be rated for returns and gains proportionable to other 
men for produce of their estate. Gentlemen merchants 
strangers bringing goods into the colony and making their 
Colonial Records of Massachusetts 
I 
i 
II 
I 
!' 
I 
" 
I 
I 
• 
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escapes without payment to support the government of t he 
place mi ght be assessed accordl ng to the cargoes t hey 
sh all bring into the country."l 
Problems in Measuring Ability 
The problems of measuring ability are many. Difference in 
r eal property, per sonal property both tangible and intangible, 
capital, wages, and income have to be ascertained to arrive at 
the ability to pay. The ability to pay increases as property 
and income from property or other sources increases. Fagan and 
Macy i n their book on Public Finance say that that abil i ty may 
be subject to the following tests: 
1. The quantitative aspect whfuh refers to the amount of 
money coming in and over what period. 
2. 11 Economic 11 or "pure" income aspect. Was it 11 pure 11 income 
without any wastage or return of capital? 
3. The "precarious" or "earned" income discrimination , which 
is determined by asking the following questions: "How did l 
you get it?", "Is there any reserve behind it?", in order I 
to ascertain whether its continuance depends entirely !1 
upon the continuance of the worker himself. I 
I 
4. "Domestic circumstances". Is the individual free to spend j 
it all in the way he wishes or has he inescapable family l 
I 
burdens? II 
5. Finally, "economic surplus distinction". Does the indivi- 11 
I 
dual get anything in excess of the sum required to induce i 
I 
him to offer his services or lend his capital? 
1. Ibid. 
8 
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Another important aspect to the faculty theory of 
pertains to the application of progressive rates. The pro- I 
gressive rate theory in taxation is based on the fact that as 
a man's income increases, his ability to pay increases at a 
progressive rate. This doctrine works on the idea that to tax 
a man earning $2000 a year 10% or $200 results in a greater 
sacrifice than to tax the individual earning $20,000 10% or 
$2,000. The person earning $20,000 should probably pay a tax 
of 20% or $4,000. Although this second man has given up more, 
his sacrifice is much less. If the tax rate is not set too 
high, it will not destroy the incentive to produce. Still 
another important fact behind the progressive rate theory is 
that progressive rates do not increase as fast as the ability 
to produce more wealth. This means that the difficulties to be 
encountered in earning the first $10,000 are much greater than 
those for producing the second $10,000, and as wealth increases 
the owner becomes more than proportionately able to meet tax 
burdens. 
The Growth of the Faculty Tax 
I 
I 
The 
survival 
I ~ 
taxation of personal property in Massachusetts was a i 
of ancient methods which European countries have out- J 
In Massachusetts this tax became more unequal and unjus grown. 
I 
as the commonwealth increased in population and wealth. Under I 
I 
' primitive conditions, agriculture was the chief industry, land 1
1 
II 
!I 
had little value, and taxable property consisted mainly in 
visible, tangible items and it was possible to assess and tax ,, 
======W================================================*======---
11 
,, 
,, 
II 
everything of' value with considerable uniformity. This system !1 
was applied to Massachusetts in the early days, but as the citie~ 
,, 
and towns grew and matured, land became of' great value as a d 
lj 
property, I 
forms of 
1 
site for the working of raw material, storing personal 
and exchanging it. When personal property assumed new 
intangible character, such as bonds, stocks and notes, it became l, 
impossible under the existing system to tax it fairly. In the 
first place, it was hard for assessors to find this intangible 
personal property and when it was found, the task of valuation 
was equally hard. In most cases the amount of personal property 
found and taxed was taxed extra heavily to make up for that 
property that remained hidden. 
The law of Massachusetts classified almost everything of 
value to the possessor which was not real estate. The labor 
required to make a reasonably fair assessment of personal 
property is appalling. The mere enumeration of some of the 
items of personal property which might be owned by any pros-
perous citizen is a sufficient illustration. The assessor might 
start at the taxpayer's residence where he had to value all of 
the furniture, pictures, works of' art, linen, wearing apparel, 
books, jewelry, china and all such items. In order to make a 
fair valuation, the assessor must be an expert in valuing 
paintings, antique furniture, jewelry, carpets, or any other 
type of household item. The usual method was to value one 
picture the same as another, one piece of jewelry the same as 
another whether its value be one dollar or ten thousand. It 
I 
I 
I 
I 
,I 
il 
10 
is perfectly clear then that the work of the assessor must have 
been slow in add ition to inaccurate. 
In many cases, the names of persons who were likely to own 
personal property were taken from the directories and they were 
assessed for a sum which was thought to be in keeping with their ! 
standard of living. Many were placed on the rolls who had no I 
property in excess of their debts, and many thousands who had 
taxable property escaped altogether. In 1906 in thirty-two citi s 
I 
and towns of Massachusetts with an average population of less 1
1
1
1 taxed on personal property was 1 than 50,000 persons, the number 
::· ::: • ab:::• m::::p::::i::p:::~:::: ::t:n:l~y t::w~op:a:ion ,i 
II 
result of this haphazard, i mpracticable method of raising revenu , 
I 
serious injustice was brought to those cities where tax assessor 
were intelligent, honest, and efficient, and enormous injustice 
to individuals who were more honest than their neighbor. Those 
cities and towns have prospered most where the assessors have 
been negligent or incompetent. 
The proporti'on which the assessment of personal property 
bears to the assessed value of real estate varied greatly 
throughout the state. In some towns the proportion of per-
sonalty assessed was very small, less than 5% of the total 
valuation of Revere, Winthrop , Hull and Mashpee in 1895. In a 
few towns it was less than 10%, and in a considerable number less 
than 15% of the total. These figures in comparison with some 
Massachusetts towns are remarkable for there were eighteen towns 
11 
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in which the assessed value of personal property exceeded the 
,j 
assessed value of realty. In Falmouth the personalty was 65% lj 
of the total and in Lincoln, 67%. It can be seen that this part ll 
of the property tax is unequal, unsuccessful and demoralizing 
to tax officers. 
The Faculty Tax of 1646 
The State of Massachusetts has had the longest experience 
in America with taxes based on faculty or income. The history 
of the income tax in this state covers a period of more than 
274 years. The law of 1643 first mentioned the faculty theory 
of taxation but made no attempt to define ability or faculty. 
Prior to this time, ability was measured by the value of 
tangible property both personal and real, thus leaving those 
who owned no property exempt from this type of taxation. In 
the year 1646, Massachusetts passed the faculty or ability tax 
in an effort to reach that class of people who were escaping 
the burden of government under the property tax laws, and added 
this to the then existing property and poll taxes. Fagan, in 
his book on Public Finance lists the following reasons as 
instrumental in legislating for a faculty tax in Massachusetts 
as well as in other states which have made use of ability taxes. 
11 1. To tax new sources of revenue. 
2. To equalize the burden as between property-owning class 
and non-property owning class possessing tax paying 
ability. 
I, 
II II 
12 
13 
II ---t=============-=--~-~~~====~~ 
----- , ~-To introduce into the tax systems a more ac_c_ur_ a_t_e - =-e-th- od 
of ascertaining ability to pay taxes. 
4. To reach intangible property which could not be success-
rully taxed under existing property tax laws. 
5. To introduce conveniently the progressive element of 
taxation into tax systems. 
6. To tax national banks. 
7. To reach the income of property which could not be taxed 
otherwise because impliedly prohibited by the Federal 
Law. 111 
Probably the most important of these motives are the first two 
which pertain to the need for increased revenue and equally 
important, the necessity for greater justice in the distributio 
of the tax burden. 
The Massachusetts Bay Act of 1646 which provided for the 
first time the taxing of personal property and real estate 
along with the product of personal labor read as follows: "All 
such persons as by advantage of their arts and trades are more 
enabled to help bear the public charges than the common laborer 
and workmen, as butchers, bakers, •••• joyners ••••• and masons 
with all other manual persons and artists, such are to be rated 
for return and gain, proportionable unto other men for the 
produce of their estates. 11 2 This law de f ined for the first 
1. Fagan and Macy, "Public Finance", p. 418. 
2. Seligman, "Colonial Records of Massachusetts", p. 173. 
------------·------------------·===tf:====:::::i 
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time faculty or ability for those people who did not own 
property by stating that individuals without property were to 
be rated. 
Changes in the Faculty Tax 
We find all early income tax laws of Massachusetts not 
I 
very clear in many cases, but nowhere else in the United States I 
I 
do we find a more earnest attempt to frame the laws so as to i 
make them more effective and understandable during this period. ,, 
Year after year, attempts were made repeatedly in an effort to 'I 
make the law more easily understandable and also to enforce the 
law. After minor changes in 1697 and 1698 we find Massachu-
setts in 1706 providing that the tax should be levied only 
upon such incomes as were derived from any trade or faculty 
exercised by any person or from other estate not other,Nise 
assessed. In another effort to make the law more under-
standable and more general in its application, the law of 
1738 added the words "business employment". The law to date 
was applicable to tax incomes or profits from any trade, 
faculty, business or employment whatsoever, and all profits 
which might arise from money or other estate not otherwise 
taxed. Except for changes in the rates, this law continued up 
to 1777. The law was so changed at this time that it began to 
look very much like our present income tax. The taxpayers 
I 
were assessed "on the amount of their incomes, or any profession, 
faculty, handicraft, trade or employment"; and also on the 
amount of all incomes and profits gained by trading by sea and 
I shore, and by means of advantages arising from the war and the 
I 
I necessities of the community. Even at this early stage the 
I acts provided for not only taxes on incomes and profits in 
1
1
1 both foreign and domestic trade, but also on profits arising 
from doing business during periods of war. 
vVhen the state Constitution was adopted in 1780, no 
changes were made in the tax law. Instead, the Constitution 
provided that the tax should continue in the same form as befor 
Throughout the whole colonial period, Massachusetts practiced 
this tax based on ability, striving during each generation to 
establish some law which would adequately provide for the 
operation of such a tax. D. C. Kinsman says, "the early 
colonists of Massachusetts recognized the fundamental prin-
ciples of taxation, that each should contribute according to 
his ability. They saw that this ability could best be measured 
by income and that the attempt to reach income through the 
sources from which it is derived touched only material sources, 
thus permitting the escape of many and distributing the burden 
of the tax unequally among the remainder. Accordingly, the 
ability of the farmer is measured by the product of his land 
and the ability of the tradesman and laborer by his income. 
Although the method employed in measuring the income was 
faulty, seldom more than a rough estimate being made and this 
I often by the assessor himself, nevertheless an effort was 
rl 
clearly made to reach income and to make it the basis of 
II taxation. During this period Massachusetts developed the tax 
15 
I! 
'I 
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from an indefinite, uncertain, vague levy on faculty to a tax 
on wages and profits. Indeed the law had become so definite 
that since 1780 it has received little modification and it 
constituted a fitting basis upon which to build the later 
income tax."1 
Comparison of Past and Present Income Taxes 
The early colonial income taxes did differ a great deal 
from the present income tax used by Massachusetts. In the 
first place, they were real taxes. By this is meant that 
they were taxes on the thing itself. Taxes were levied on the 
value of the total products produced by land and property. 
Today we think of an income tax as a tax on the personal in-
come of an individual. Secondly, the faculty tax differed from 
the income tax in that it was a levy not on the actual profits 
but on the estimated profits of the individual assessor, 
whereas today the income tax is a tax upon actual incomes of a 
person. The third difference can be found in the method of 
levying the tax. From 1780 to 1850, the financial problems con-
fronting Massachusetts were few and comparatively simple. When 
the federal government in 1790 assumed the greater part of the 
state debt, the burden of state taxation was reduced to an 
almost nominal figure. The local governments were as yet 
dertaking few new functions, so that their expenditures were 
airly light. The result was t h at the pressure of taxation was 
ight and the general property tax met fairly well the 
Kinsman, 11The History of the Income Tax in the U.S.", p. 107 
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requirements of the period. In Boston the tax levy in 1820 
amounted to no more than $3.60 per capita and the tax rate was 
but $6.50. In 1840, after Boston had been a city fo~ eighteen 
years and had greatly increased her expenditures, the tax levy 
was but $6.30 per capita and the tax rate was $5.50. It was 
due to these conditions of light tax pressure that we had our 
taxes, including the faculty, administered with a great deal of l 
looseness and laxity. Individuals were not required to file or 
make any returns of their earnings, rather, they were taxed 
fixed sums on assumed profits. Professor Seligman is under the 
impression that the faculty tax is not an income tax at all. I 
He says, "the distinction between taxes on product, on the one il 
hand, and taxes on income, on the other, is one of fundamental l1 
importance in the science of finance. 11 Whether the faculty tax 
is an income tax or not, the fact remains that the faculty is 
undisputedly the foundation of our present income tax system. 
Professor Seligman goes on to say that income means net 
income, not gross product. Colonial tax assessors made no 
reference to net income as Seligman describes it. The 
distinction between these two lies in the fact that from the 
receipts of any income, we must deduct the expenses incurred 
in obtaining it. If a debt has been established in order to 
receive the product of a given piece of land or enterprise, the 
interest on the debt should be deducted. Along with expenses 
laid out, depreciation should also be -deducted. In other words, 
income is the amount left after all expenses, depreciation and 
losses incurred in obtaining gross revenue have been deducted 
from it. 
Failure of the Faculty Tax 
The Massachusetts faculty tax was designed to supplement 
the tax on property. Near the end of the Colonial period, it 
had developed into a partial income tax on occupation, trades 
and professions. The amount of the revenue produced by this 
type of taxation is hard or impossible to estimate because all 
revenues at this time were collected and mixed together with no 
independent record for each separate source of revenue. The 
relative importance of this tax is open to dispute, 
that it was very productive while others believe it 
some believej 
to have j 
I 
I 
been insignificant. Regardless of this fact, it is almost 
certain that the tax would have been much more important and 
successful if certain obstacles had been overcome and which 
of I 
the faculty tax to live up to its expectations can be placed on 1
1
\ 
with a little effort could have been overcome. The failure 
four main reasons: 
1. Defective administrative laws. 
2. Assessment by the will . of the individual assessor 
3. Lax enforcement of the laws. 
4. Evasion of the tax by the taxpayer. 
It was primarily due to poor administrative measures that the 
faculty tax got off to a bad start. Laws were not specific 
enough and did not cover a broad enough base to make them 
effective. In addition, the types of taxable income covered 
18 
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by the law were quite easily concealed and therefore remained , 
untaxed. The method of assessment was also faulty due primaril I 
to the character and ability of the assessors. The assessors 
were required to assess or levy the amount of the tax in accord1 • 
ance to their estimates of taxable personal incomes. Their I 
estimates in many cases were abnormally high, especially if the 1 
subject taxed was of no interest to the assessors. The opposit 
was equally as true, if the assessor was a friend of yours, the 
rates or levies would vary accordingly and naturally would be 
low. In any event, the assessors1 best estimates were rough 
estimates and no set plan of procedure was followed. The most 
i mportant factor in the levying of taxes was the way the assesro 
felt, not some specific rule or regulation. 
AThe assessors were required by law to assess annually on 
a.; w+=""' 
t~ir~t day the following classes of property: 
1. Land and buildings. 
2. Machinery and tools. 
3. Livestock, household goods, stocks of manufacturers 
including raw materials, goods in process,finished goods 
and so on. 
4. Money, credit and securities not exempt or otherwise 
taxed, and incomes from profession or employment in 
excess of $2,000. 
The assessment of the first two items could be substantially 
accurate and little difficulty was encountered in the majority 
of Massachusetts communities. The assessment of the third 
,I 
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class was fairly difficult and not well done. In many cases, 
the assessors were satisfied with an offhand estimate of the 
owner or an e s timate of his own, if the owner refused to help . 
Without a doubt, the fourth class is responsible to a great I 
extent for the failure of the tax. The law required citizens I 
to mru{e sworn returns to the assessors, but the majority of the ' 
II 
persons required to make returns failed to do so. ''fuen the I~ 
II 
taxpayer failed to make a return, the assessor was required to 11 
!j estimate the value of the property . This estimation was very 
'I difficult because money, credits, and securities and incomes !
1 
are seldom seen and ownership of them, while it may be suspect 
is not definitely known. This allowed a large amount of in-
tangible property to go unassessed. In a communication to the 
House of Representatives in April, 1913, the Tax Commission 
estimated that not les s than $4,646,000,000 of taxable personal 
property escaped taxation. The total assessed value of real 
estate as reported by municipalities April 1, 1913, was 
$3,353,716,536 and $1,084,742,120 was reported as personal 
property.l Estates of deceased persons showed 3~ times as much 
personal property as real estate. The conclusion is that a 
large part of this untaxed taxable property is located in the 
more wealthy municipalities, some of which were called "tax 
dodgers' retreats". Assessors in these municipalities made 
no genuine effort to tax intangible personal property. In 
some sections there are indications that assessors privately 
agreed with certain resident s so that their property would 
1. Re orts of S ecial Commi s sion on 
not be assessed. Thus certain tovms had become the legal 
I I residence of men of wealth for mutual advantage. 
., 
The taxpayers 
I 
were untaxed on their personal property and the tovms benefited 
because the bank stocks and stocks of Massachusetts' corpora-
tions ovmed by the residents brought larse amounts of revenue 
into the town or city treasury throu&~ the state treasury. 
In 1914, the total amount of taxes levied upon property 
of all classes was $85,252,402. Of this amount, $20,461,383 
fell upon personal property and $64,791,383 upon real estate or 
76.6% on real estate and 23.4% on personal property and income. 
Such a system led to great variation in the tax rate. In this 
same year, the highest rate, $26, was assessed in the City of 
Woburn, the towns of Clinton, Huntington and Savoy, the lo~est 
rate whi ch amounted to $3 was assessed in the town of Orleans. 
Rates from $5 .50 to $9.80 prevailed in 10 towns, $10.00 to 
$14.90 in 57 towns, $15.00 to $19.90 in 13 cities and 144 towns, 
$20.00 to ~26.00 in 20 cities and 108 towns. Under such a 
weak tax system it is no wonder that the very large amounts of 
wealth tended to settle in the towns which had the very low 
rate. There was a strong inducement for the assessors to make 
low valuation since the town's portion of the state tax would be 
correspondingly low. Equally as important as the poor assessin 
methods was the tax enforcement of what laws that there were 
which led to a general evasion of the tax by the public. 
O.f.ficials were dealing with something entirely intangible, and 
they found considerable difficulty in determining the amotmt of 
21 
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tax a person should pay. Attempts on the part of assessors to 
reach income upon the declaration of the taxpayer himself, 
even where the income was derived from visible property, were 
highly inadequate. Even the most honest and conscientious 
people kept no accounts and, therefore, did not even know 
themselves their actual income. Since it was impossible for 
the individual to determine his income, it would be equally 
impossible for the government to determine the income which 
leaves no possible avenue for checking up on the honesty of 
the individual. Due to the laxity of the government, the facult 
tax created problems in both operation and administration for 
the assessor as well as the tax payer. These factors do not 
indicate that the faculty tax was not a good type of tax, 
neither do they serve to prove that such a tax cannot be put 
into operation. 
The Faculty Tax Becomes an Income Tax 
However faulty this faculty tax was, it survived until 
the nineteenth century and developed into the income tax in 
I 
spite of faulty laws and administrative inefficiencies. The 
I State of Massachusetts is unique in this respect since taxes 
I
I of this nature that had been adopted in other states had been 
discontinued, probably due to the same difficulties as Massa-
chusetts confronted, before the end of the eighteenth century. 
The l egal name for this tax on income from employment or profit~ 
gained by trade came to be known as the "income tax" as a 
result of the Act of 1836.. This act also provided that the 
22 
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income from annuities should be tax free provided that its 
capital was taxed in some other manner by the state, thereby 
getting around the problem of "double taxation" in connection 
with annuities. As a result of this act then, the faculty or 
income tax law read: "Personal property shall, for the purpose 
of taxation be construed to include income from any profession, 
trade or employment or from an annuity, unless the capital of 
such annuity shall be taxed by the state."l Kinsman in "The 
History of the Income Tax in the United States" says that 
attempts were made around this time to make the tax more 
effective by taxing incomes at their source. This attempt 
failed due to the fact that it constituted illegal taxation. 
The City of Boston ordered the Boston ~ater Power Company to 
pay a tax of a specific rate on that portion of its income as 
was each year divided among the individual stockholders. The 
Water Power Company refused to pay the tax which resulted in a 
suit by the City of Boston. The case finally came before the 
Supreme Court where final judgment was handed down. It was the 
opinion of the Court that a tax such as this constituted double 
taxation and for this reason it was declared unconstitutional, 
since the recipients of the dividends would be taxed later on 
on the income from their intangibles. 
Aside from this attempt, no change was made in the law 
until 1849. In this year the act was modified to allow an 
exemption of $600 per year from any trade, profession or 
1. General Laws of Massachusetts, Revised Statutes. 
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employment. Later on, in the year 1866, the exemption was 
raised $400 to $1000 in order that the burden of the lower 
income group could be lowered. As time went on and costs of 
living as well as incomes increased, it became necessary to 
I 
,, 
I 
I 
I 
raise the exemption accordingly. Therefore, in 1873, after a 
I 
I 
II 
I great controversy, the legislature increased the exemption to 
II 
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$2000 which is the same exemption as is allowed today under the 
Massachusetts Income Tax. 
These last two named acts of 1866 and 1873 are the result 
of two Supreme Court cases which changed the effectiveness of 
previous acts. In the case of Susan Dorr vs. City of Boston, 
the Supreme Court held in 1856 that the law of 1849 did not 
apply to income obtained by the residents of Massachusetts from 
the stocks of foreign corporations held by trustees. This 
ruling made the act of 1849 much less significant and effective. 
In 1870, the Supreme Court handed down a decision which was of 
much more i mportance than the one just mentioned. In Wilcox 
vs. Commissioners of Middlesex, Wilcox was in hopes that the 
incomes derived from business would be regarded as derived from 
1 property which was already subject to taxation and was, there-
fore, exempt from taxation. However, the court ruled that 
incomes received from property were due to the personal skill 
of the individual and wer e , therefore, subject to taxation 
the income tax law. 
unde~ 
I 
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Many of those who were adversely affected by this ruling 
began a counter movement against the income tax in order to 
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effect its repeal. This group in 1871 was responsible for a 
bill introduced to the lower house of the Massachusetts Legis-
lature which called for the repeal of the income tax law. 
This tax bill was not successful and led to a second bill 
which met with the same fate. Even though these bills were not 
successful, the active opposition raised by this group was 
directly responsible for the Act of 1873 which was a compromise 
as far as this group was concerned. Although they failed to 
secure the repeal of this law, the exemption which they obtaine~ 
was so high that it made the income tax for the most part in-
operative. The majority of incomes which would be subject to 
an income tax beginning at $2000 at this time are much less 
than they are today. Nevertheless, this $2000 exemption 
I 
eliminated all but a few from the ranks of income tax payers. 
Since so few were covered by the tax, it lost all of its 
II 
I effectiveness which resulted in its becoming inoperative. 
Mith all its shortcomings of principle and defective 
administration, the law had its supporters. Professor Seligmru~ 
states that one of the principal assessors of Cambridge declare 
himself in favor of the tax, calling attention to the fact that 
in one of the wards of Cambridge the assessment to the income 
tax amounted to about 25 per cent of the total value of per-
sonal estate and income, that persons paid a tax on income that 
was valued at $519,000. He concluded that as a result of his 
experience, individuals are just as ready and interested in 
rendering an account of their income as they are of any taxable 11 
II 
l 
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property they may possess. However, explains Seligman, "he did 
not expatiate on the readiness to declare these personal pro-
perties.111 On the whole, many believed in the principle of the 
income tax and were keenly disappointed that the law was so 
imperfect. Others believed that if the exemption of $2000 was 
lowered and the law was administered better, the tax would work. l 
Even with the increased wealth at that time, there were com-
paratively few people earning over $2000. Allowing for the fact 
that a minimum of subsis~ence is an important requisite to a 
good tax, it is doubtful whether $2000 was mere subsistence. 
The current rate of interest during that period was about 5%. 
If we capitalize $2000 at this rate, it amounts to $40,000, 
which is the same as saying we should not tax property worth 
only that much because we would destroy the principle of sub-
sistence. The fallacy can be clearly shown by such a comparison 
In other words, it is the same as saying that since property 
valued at $40,000 only yields $2000 income at the current rate 
of interest, it should not be taxed and this was not true at all 
for property of much less value was heavily taxed. 
Commission after commission was appointed to investigate 
taxation in general and the income tax in particular. Most of 
, these commissions arrived at the same conclusions. Many within 
I the committees believed that the income tax should be destroyed I 
I since it worked inequalities and was of very little benefit to 
II 
the community. Others on the committees believed that it could 
1. Seligman, "The Income Tax", p. 84 
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be made workable with slight changes in the law and administra-
tion. However, none of the remedies or recommendations of the 
committees were ever followed and, as a result 1 the income tax 
did not vmrk anywhere near as well as it had in the early 
colonial days. What was called the income tax in Massachusetts 
from 1646 to the present income tax of 1916 was nothing but an 
unequal, oppressive, unjust and entirely arbitrary 
asses sment upon a few of the professional and wealthy men of 
the state. It was allowed to remain on the statute book s until 
1916 on the idea that no matter how badly it worked and whatever 
hardsh ips it brought, the general property tax was working so 
badly itself that even the slightest help given by the income 
tax was worth preserving. 
What has been true in Massachusetts can be said of all 
states that tried to use the income tax prior to the twentieth 
century. They achieved little success until 1911 when Wisconsir. 
developed the first real workable income tax. Before 1911, the 
following states along with Massachusetts had tried to use the 
income tax, North and South Carolina, New Hampshire, Oklahoma 
and Delaware; all met with the same fate as Massachusetts long 
before Massachusetts. 
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CHAPTER I 
TEE GENERAL PROPERTY TAX - ITS IMPORTANCE AND 
OPERATION 
The real object of the Income Tax of 1 916 was not so much 
to produce additional revenue for public expenditures as it was 
to provide for a better and more equitable system of taxing 
intangible personal property than was available or had been 
used when this type of property was of little importance. The 
principles which governed the taxation of personal property 
from the beginning of our state were very simple: all personal 
property was taxable at the domicile of the owner and all per-
sonal property within a town was taxed on its capital value at 
the same rat.e as real estate. Whi le all the personal property 
of an individual was tangible and visible and kept in the town 
in which he dwelt or in some neighboring town, it was an easy 
matter to assess such property and on the other hand there was 
no danger of being taxed directly or indirectly more than once. 
The General Property Tax 
Before proceeding any further on the subject of property tax 
it perhaps would be a good idea to form a picture of the practi-
cal operation of the general property tax. The property tax 
is formulated and administered by state officials and as a result 
there are no two states that have exactly the same system of 
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property taxation. In general, the tax systems are alike and 
are provided for by state legislatures to enable the state, 
county, and tovm to secure what revenue is necessary for their 
needs by t~ing property. The law determines the type~ of pro-
perty that shall be taxed and the types of property that will b 
exempt from taxation as well as the process of administration. 
The determination of rates is left to the discretion of local 
orficials because the needs of no two towns would ever be the 
same. Rates are determined first by the amount of revenue that 
is necessary and also, to some extent, by the method of assess-
ment. If assessors are of the habit of high valuation, the 
rates will be low, whereas if valuations are habitually low, 
the tax rates must necessarily be correspondingly higher. The 
selection of assessors, collectors, and other administrative 
officers as well as the actual administration is also left to 
the local authorities. The state, however, retains certain 
powers of supervision through the tax commissioner. 
The first step in the operation of a general property tax j 
I is the valuation which involves the discovery and valuation of 
1 all taxable property that each individual oms. The second ste 
involves the apportionment of the tax. Each locality must 
determine through its budget the amount of income that will be 
necessary to operate its departments for the year in question. 
This amount divided by the total value of taxable property 
determines the tax rate. For example, suppose the revenue 
necessary for the Town of X during 1938 was $10,000. Let us 
I 
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also assume that the total value of taxable property within the 
township was $1,000,000, then the tax rate would be $10,000 ; 
$1,000,000 or .01 which is the equivalent of $10.00 per thousand. 
This rate when applied to the various units which compose the 
total taxable property, will give the municipality the $10,000 
necessary for its expenditures. The final step is the collec-
tion of the tax. Each taxpayer receives a bill which is a forma 
announcement of his total assessment, the rate of taxation and 
the amount of tax he is expected to pay. ,~ith this description 
of wl1at constitutes a property tax, how it is assessed and col-
lected, it will be much easier for us to associate the fore-
going information pertaining to difficulties arising from the 
system and the evil practices that have been used by various 
groups. 
Importance of Property Taxation 
The general property tax was the backbone of the fiscal 
system in the early period of this country. This system worked 
well at first because until after the Revolution there was 
little intangible property ovmed in ,_assachusetts other than 
money, interest and debts. In the nineteenth century, the 
corporate form of organization became common for banks and other 
public service enterprises and soon afterwards for manufacturing 
enterprises. As the commonwealth became more and more commercia 
and industrial, the general property tax has proven itself more 
and more unsuitable. By 1916, it became futile to try to reach 
by a direct tax intangible personal property such as stocks of 
foreign corporations, bank notes, deposits in commercial banks, 
and other debts not secured by a mortgage of taxable real estate 
in the commonwealth. This is now reached by the Income Tax at 
the rate of six per cent. 
During the Civil War, taxes were levied on corporations 
and later on we had taxes on inheritance, yet the majority of ou 
revenue continued to be raised by a tax levied uniformly upon 
real and personal property at whatever rate might be necessary 
to meet local expenses for the city or town. All property was 
assessed at so much per thousand of its capital value, regardles 
of the amount of income it yielded or if it yielded no revenue 
at all. As practically all property in Massachusetts was real 
estate or tangible personal property such as furniture, horses, 
cattle, poultry, and books, or in other words items that stood 
out in the open and could not be concealed, this system worked 
well enough when first adopted and was fairly equitable. Prior 
to the Civil War public expenditures were small and a tax of 
four or five dollars per thousand was enough to meet all public 
expenditures. It was only natural, therefore, that tax rates 
as low as these should not provide any grounds for complaint 
and taxation in Massachusetts offered no problem. 
By the middle nineteenth century the general property tax 
was established as the basic tax in Massachusetts due to the 
defects of other methods of taxation. Like the faculty or 
income tax, it was locally administered and the assessor was 
the most important figure. Up to 1850 Massachusetts was 
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undertaking few new functions so that expenses were still very 
light; thus, the inefficiency of the tax system was not felt to 
any great extent. It was not until after 1850 that intangible 
property became important and, as a result, the general pressure 
was light and the general property tax met fairly well the 
requirements up to this period. For every $100 of taxation 
levied, over $52 was obtained from property, $17 from poll taxes 
and the remainder from personal property wi~h income still being 
a very negligible factor.l Personal property at this time con-
sisted only of intangibles, merchants' stocks, ships and vessels, ~ 
livestock and machinery. 
The Property Tax in Operation 
Between 1850 and 1870 the rapid growth of cities and the 
heavy outlays as a result of the Civil War led to a tremendous 
increase in public expenditures, wh ich caused the tax rate to 
increase from the original figure of $4 to $5 per thousand to th 
rate of $15 to $16 per thousand. An increase such as this 
should have given rise to a movement to overhaul or revise the 
former tax system yet no attention at all was given to the in-
creasing burden on real property. The problem was even more 
complex than it might have been because it was necessary to tax 
all types of property at the same rate. It was quite evident 
that certain types of property other than real were much better 
I 
I 
able to bear the burden of taxation, yet due to a constitutional 
provision, no discriminatory rates could be applied to one class I 
1. Bullock, C. J. The Massachusetts Income Tax 
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of property and not to all. Chapter I, Section I, Article IV 
of the Massachusetts Constitution provides that the General 
II Court shall have power "to impose and levy proportionable and 
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reasonable assessments, rates, and taxes, upon all the inhabi-
tants of, and persons resident, and estates lying , within the 
said Commonwealth." The Supreme Court ruled that the word 
"proportional" meant that all property regardless of its nature, 
if taxable at all, must be taxed in each municipality at the 
1 
same rate. The Court also said that a tax is proportional wi th-11 
in the meaning of the Constitution only when it bears the same 
rate to the whole sum raised by taxation as the taxpayer's 
taxable estate, bears to the whole taxable estate within the 
taxing district. Any tax, therefore, which did not meet this 
requirement was m1constitutional. All attempts to strike out 
or to get around the one word "proportional" proved to be 
unsuccessful. 
Due to the strain of the heavy taxes on property, this old 
system of uniform taxation of real and personal property at 
varying local rates broke down completely and conditions went 
steadily from bad to worse until the evils and abuses of the tax 
became intolerable. The first complication arose when it became 
customary for persons keeping shops or stores or maintaining 
factories in one of the larger towns to dwell in a different 
town, either because the other town was a better place in which 
t o live or because the rate of taxation was lowerthere, but a 
proper means of dealing with this situation was soon devised. 
--------=========================== ---------------
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I !I The annual tax act of 1742-1743 contained a provision for the 
taxation of stock in trade of merchants, traders, and factories 
in the town where the business was carried on. This provision, 
with some modification, continued until 1918 when tangible 
personal property in general was made taxable where situated. 
hen corporations began to be formed in Massachusetts, new 
difficulties arose, but they were met and overcome, and, while 
the laws for the taxation of Massachusetts' corporations and 
their stockholders may not even yet have been wholly perfected 
as tax laws, they met the requirements of justice in taxing all 
the property of corporations once and only once. 
Under the old system of property taxation, a single day wa 
taken as the sole test of where a person should be taxed and 
he was taxed according to the prevailing rate in the community 
where the property was situated. It was very easy for a person 
who lived in a community where rates were high to dispose of 
his property to a friend who lived where rates were low just 
for that particular day. So it sometimes happened that a 
person who lived where the rates were low had large amounts of 
property on the taxation day and did not have it at any other 
time during the year. Still others who lived where the rates 
were high had little if any property on that day, yet possessed 
: j! 
:1 large amounts of it for the remainder of the year. 
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CHAPTER II 
DEFECTS OF PROPERTY TAXATION 
It was the taxation of bonds, notes, and other evidences of 
indebtedness and of the stocks of foreign corporations, in which 
a large portion of the wealth of Massachusetts is invested, that 
caused the chief difficulty. 
Transfer of Property 
In the first place, the holders of much of this prop erty 
who did business and dwelt in the winter months in large cities 
where the tax rates were high and assessors alert, often had 
summer residences in small towns where the tax rates were low, 
and by the mere assertion of chang e of their inward intent, 
they became legal residents in the smaller tovms and thus, even 
if assessed for all of their property, escaped a large portion 
of the tax wh ich they would have been bound to pay if they had 
retained their domiciles in the tovms with which all the ir real 
associations and interests remained. This evil was a ggravated 
by t h e inevitable effect of such asserted chang es in domicile 
in making the tax rate of the towns in which domicile was 
claimed grow lower and lower as the aggregate of taxable pro-
perty was thus illegitimately increased, while the tax rate of 
cities deserted, for purpose of assessment only, by their 
~ealtbiest inhabitants was correspondingly increased. Further-
more, when a small town mi ght acquire an increase of its 
35 
taxable property by the mere assertion of a wealthy summer resi-
dent's intent to make it his legal domicile, the temptation to 
an express or implied understanding that if the taxpayer would 
make the town his domicile, the assessors would deal leniently 
with him was almost irresistible; and, if there was no such 
understanding, the assessors of small country towns were seldom 
men of sufficient business experience to be able to make any 
estimate of the probable wealth of the newcomer, or lack ed the 
t ime and the means to make an extensive examination of the per-
son. Even if they di d have the inclination, the time, and the 
means, there was no method by which they could unearth the hold-
ings of one of their surrm1er residents in the stocks and bonds 
of the innumerable corporations of other states and other 
countries. As a consequence of these various influences, men 
generally recognized as millionaires escaped with a nomi nal 
personal property tax and hardly a fifth of the personal pro-
perty in the commonwealth was subjected to taxation and much of 
that was assessed in towns where the rates were the lowest. 
The Town of Orleans provides a striking example of the 
above situation. A person from Boston might go down to Orleans 
on the last day of March, receive a cordial welcome from the tax 
assessors of the town, establish his residence and journey back 
to Boston on April 2. Orleans is not alone in towns used for 
t his purpose. For many years, the tax rates of all Cape Cod 
towns in the general vicinity of Orleans have been low. Even 
today, the tax rates are low, probably due somewhat to this 
36 
practice of wealthy Bostonians. The Town of Orleans presents 
the most famous case of colonization to reduce tax payments. 
In 1910 Orleans taxed ~181,000 of personal property at ~15 per 
1 thousand; in 1911, the assessment of personal property rose to II 
II :u>963,000 and the rate was :W3.00. By 1915 the valuation had 
increased to $3,941,000 and with the other sources of revenues, 
it was necessary for the town to make vast outlays for improve-
I I ments such as building:, 
might have a tax rate. 
roads, and parks in order that they 
For every person who went to Orleans to evade taxes, the 
tax rate for Orleans fell, whereas the rates from the municipal! y 
they deserted kept mounting. This tendency of driving personal 
property into favored localities produced conditions under 
IJ 
which some localities were able to exist in luxury on low tax 
I $2 or $3 thousand, while others could not even pro-
I 
rates of per 
vide for pressing necessities even with a tax rate of ~25 to ~30 
per thousand. Conditions such as these where the state taxes 
one man ten times as much as another simply because one man by 
chance lived in a town where the tax rate was high even though 
he has not the ability to pay are frequent in the history of 
taxation. It left room for strong arguments for reform in our 
tax system; reform that would put an end to the concent~ation 
of taxable property in a handful of wealthy towns. In 1865, 
in Massachusetts, the revenue derived from taxation of personal 
I 
. , property and from corporation taxes amounted to ~5.81 per capita 
in most cities and towns; while in 14 of the wealthiest towns, 
I 1. Reports of Special Commission on Taxation, Boston, 1916 
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it amounted to $6.87 per capita, or a little more than the 
average for the entire co~nonwealth. By 1915 this process of 
concentration still continued, but now the revenue derived from 
the average city or town amounted to $7.54 per capita; while in 
14 of the wealthiest towns it had risen to $29.50 per capita. 1 
This does not seem unjust unless we t ake into consideration the 
fact that these people in the wealthiest towns owned almost all 
of the valuable property. 
Creation of an Artificial Demand for Securities 
Another evil of the general property tax was the creation 
of an artificial demand for'non-taxabl~'investments . It com-
pelled investors to invest largely in real estate mortgages 
and shares in Massachusetts' corporations instead of bonds. 
T~is artificial demand for tax exempt securities created an 
artificial supply by bringing into existence a large number of 
non-taxable preferred stocks which were insecure. So, instead 
of encouraging investments in Mas sachusetts' enterprises as 
was believed, men who did not need to consider the tax laws 
avoided this class of investments. Along wit h this, there was 
no compulsory return under the old system. Many people locked 
up their securities in a safe deposit vault and made no return. 
The only chance they took. was the penalty of paying 50% more 
than they ordinarily would have paid. 
It was contended, not without justice, by men whose savings 
were invested in bonds and notes or in the stocks of foreign 
1. Reports of the Special Tax Co1mnission on Taxation 
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corporations, that the state had no moral right to tax such 
property at its full capital value, that a bond is a debt, and, 
when a sum of money is borrowed, to tax the borrower for the 
money and the lender for the debt is to assume that the aggregat 
wealth of the world is increased by every loan that is made, 
which is a palpable absurdity; and that a share in a corporation 
is merely a convenient means of representing a fractional 
interest in the property of the corporation, and as the property 
of a corporation is taxed as such where it is located and enjoys 
the protection of the government to tax the property of a corpor 
tion as a whole and the fractional interests of the different 
owners as well is the most flagrant kind of double taxation. 
The justice of such contention was recognized by our laws in 
the case of domestic mortgages and mortgage bonds, but not the 
slightest mitigation was offered in the case of other classes of 
bonds or notes or of stock of foreign corporations. Furthermore 
the tax on such property, being based on the value of the prin-
cipal and not on the income, might well amount to over half of 
the annual return on the property, a burden too severe to be 
borne, and finally, as almost everyone avoided payment of the 
tax on such property, a man who disclosed his ownership to the 
I 
assessor had to bear a disproportionate share of taxation. As j 
a result of these considerations, persons of the most scrupulous j 
honesty in regard to private transactions did not hesitate to j 
avoid taxation on this class of personal property in every I 
possible manner, and it was rarely subjected to assessment 
I 
1. 40 
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except at the very time when the tax bore most heavily; namely, 1: 
when it was exposed to the view of the assessors by the death !1 
" 
of the owner and the necessary publicity of the probate court; i! 
and then, when, as by establishment of a trust, it was likely to i 
be so exposed for more than one year, no time was lost in con- ,, 
II 
verting it into non-taxable securities. 
seriously felt during the middle of the last century, and more 
and more drastic statutes were enacted to compel each taxable 
inhabitant to disclose his holdings to the assessors but without !I 
'I 
avail. In later years the vigorous and well directed efforts of l 
the tax commissioner and his assistants to uncover and expose this J 
class of property and to subject it to taxation did, in many 
cases, oblige the holders of the property of deceased persons, 
some of whom had left estates of great value, to submit for a 
year or two to the burden which the letter of the law imposed. 
As far as any general improvements in the taxation of intangible j 
property was concerned, their efforts did not have the success I 
hoped for, and chiefly resulted in greater and greater concen-
I tration of wealth in towns in which the tax rates were low often 1 
by virtue of purely colorable claims of domicile and finally 
began to drive capital out of the commonwealth to states where 
milder systems of taxation prevailed. 
Movement of Property From the State 
I 
II 
I 
I 
I 
II 
The final evil of the tax law which did more damage and !j 
1, 
brought matters to a crisis more than any other was the tendency /! 
'I ,, 
I 
I 
,I 
!l 
ll 
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I 
I 
to drive property out of Massachusetts. So long as the tax laws 
merely drove property from one town to another, it did not affec 
the state at large to any great extent and this movement was re-
ceived with comparative indifference. Within the latter years 
of the law, practically every state adjoining the commonwealth 
had come to recognize the difference between property and mere 
evidence of ownership of property. Because of the distinction, 
all the states surrounding rassachusetts were assessing intangi-
bles at lower rates. If, in Massachusetts, a person o~~ed a 
factory worth ~100,000, he had to pay taxes at the rate of ~20 
per thousand or ~2000 on the entire amount. If he incorporated 
the factory at $100,000 under the laws of some other state and 
owned all of the stock, he would have to pay a tax on the prop-
erty of $2000 and in addition another tax of $2000 on personalt 
even though be did not increase his own wealth or the wealth of 
the state. This is a perfectly clear case of double taxation. 
It is the same as taxing a man's house and also taxing the deed 
As a result, the more we taxed intangi-
Shares of I 
to the same property. 
bles, the more we drove capital out of the state. 
II 
I 
I 
I 
stock simply represent another way of controlling and managing 
the economic goods formerly held outright by the individual 
farmer. Shares of stock have no value whatsoever unless they 
have a real earning power or unless they are backed by some for 
of asset. They merely represent property and unless the proper 
exists in one way or another, they are as worthless as the pape 
they are written on. The person who has made a poor investment 
L!n=~~ocks is in an excellent pos~ti~n ~o verity this statement. 
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The same holds true for nearly all other types of intangib 
as of corporation stocks, that they are simply represent ative of 
I 
" 
li 
property and whatever value they may possess is derived from this ! 
property. The assessment of the property of a corporation and 
of its stocks and bonds under the general property tax really 
means that the assets and liabilities are added together to 
determine the total value for taxation. Much of the confusion 
over taxable property is a result of a conflict of interests 
among the American states. If the owner of the intangibles 
always resided in the same taxing district as that in which the 
I 
'I I 
I 
II 
II 
I 
II property represented by the intangibles was located, the problem 11 
would be much simpler. Complications arise from the fact that I 
ownership of intangible property is very widespread. It is quit 
possible that a resident of one stat e can derive his entire in- I 
come from the securities of corporations which are located withi1 
another state yet doing a business throughout the country. The 
state where the security holder resides has no possible means of 
reaching him by the property tax except by declaring that his 
securities are to be regarded as taxable property. As long as ; 
I 
stocks of domestic corporations are exempted, this position loses 1
1 
whatever justice it might have had on certain other grounds and I 
the use of property as a criterion of ability is simply gone 
with the wind. Vfuen the tax is actually applied, it discrimi-
nates against the outsider and becomes a mark for exagg erated 
localism. 
Some economists believe that the practice of double 
could and should be re arded as 'ust. To them it is perfectl 
I 
II 
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just to tax an intangible in a foreign state and not in the state'! 
II 
where the property it represents is located. They also believed 
that if all property was taxed and all intangibles were taxed, 
the type of taxation resulting could be classified as just, even 
though there would be discrimination against the corporation in 
favor of the individual proprietor and partnership type of 
business in which the members were using their own capital and 
had no debts. It is, however, impossible to tax property uni-
versally due to certain defects in the administrative system. 
As a result of t h is situation, injustice comes to those who are 
taxed since others escape taxation on the same type of property. 
With the introduction of intangible property, the general pro-
perty tax ceased to be an equitable and effective means of 
reaching all types of property. 
Property is a poor barometer to use in determining one's 
ability. According to Adam Smith in "The Jealth of Nations", 
ability was the prime essential of determining a tax system. 
The same is true today even though it is not always practiced. 
As a result of the modern practice of specialization in industry 
there has arisen a group of persons whose incomes are a result 
of personal services, rather than earnings from property which 
they own. There always has been a professional tax, but the 
number and earning power of this group has been increased 
greatly since America became industrialized. The payment of 
I 
i 
I 
I 
I· 
I 
higher wages f or services has brought a large number of mechanic~, 
artisans and even laborers into the lower brackets of what 
I 
could !, I' 
I 
:; I, 
I• 
I 
II 
II II 
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be called the well-to-do group. Today we realize the importance 
of this group even though we did not fifty or seventy-five years 
ago. Personal service incomes constituted nearly half of the 
total taxable income reported in New York in 1925. Even though 
it would be foolish to believe that this revenue was as importan 
proportionately prior to 1916 as in 1925, it nevertheless must 
have been significant enough to warrant more attention than was 
given to it. 
-----
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CHAPTER III 
THE MOVEMENT TOWARDS TAX REFORM 
By 1910 the property tax had reached the stage where it 
was so rar removed from the canons of just taxation that agita-
tion for its abolition was widespread and demands for actual 
rerorm were drastic and imperative. The administrative troubles 
and dirficulties which began with the original assessment had 
been intensified each year with the advent of intangible pro-
perty. 
Local Boards of Review 
The first step historically in the efforts to correct and 
overcome the defects of the original assessment 
of local boards of review. The jurisdiction of 
was the creation ; 
these boards may 1: 
be simply the city or township, or it may extend to the county 
or the entire state. The purpose of the local review and 
equalization are twofold. The first is to correct the inequali-
ties and defects of the original assessment among individuals. 
These inequalities may be due to errors or to favoritism or a 
combination of the two. An opportunity is given for complaints 
to be filed, after which the district equalization is completed 
by further adjustment as the local boards may have authority 
and inclination to make. Presumably this process renders more 
equitable the distribution of the tax burden within the district 
although this result does not always follow. The second purpose 
I' I 
I 
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of the equalization is to afford a more uniform basis of assess-
ment among districts for the equitable distribution of county or l 
state taxes. The services of county or state boards of equaliza~ 
I 
tion are relied upon here, but there are excellent reasons for I 
believing that these boards have not always runctioned efficien~. 
Local boards were too frequently lacking in the proper authority i! 
and, consequently, in the proper interest in their work to lj 
I: 
achieve very significant results. If the rates for the county I 
and state purposes were heavy, the county equalization became 
simply a process of juggling with totals, with a view toward 
evading as much as possible of this general tax burden, or to 
passing it on to the local districts that were not represented 
on the county board. These log-rolling tactics were widely 
practiced by all boards of equalization. It was futile to 
attempt a serious equalization since the real sources of in-
I 
II 
li 
equality, the individual I assessment, were beyond their reach. I 
the means available to the local board• lj 
facts at issue, were so deficient as to II 
The method of review and 
for determining the real 
preclude accuracy at the outset. These boards, therefore, 
resigned themselves more readily to the familiar tactics and 
practices of evasion and undervaluation. 
State Equalization Boards 
As the burden of the general property tax continued to 
mount and the desire to evade rose with it, still another step 
seemed necessary in the stage of the equalization process in 
order to check the tendencies that were under way. This was 
II 
/I 
I' 
II 
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the state equalization board which was used in some states as 
far back as 1820, but it reached Massachusetts several decades 
later. State boards of equalization had no means of dealing 
adequately with the problem of equalizing property assessments 
over the state. State officials acting in an 11 ex officio 11 
capacity had little incentive to study this complicated matter 
in addition to the duties of their respective offices. The in-
formation made available to these boards was provided chiefly 
by the delegates sent in to the state house from the several 
counties to protest _against the valuations established 
several counties. This, in reality, meant nothing but 
for their ! 
a demon- I 
I 
stration of the strength of the local political forces, and the 
resulting state equalization was very likely nothing but log-
rolling. Certainly a state board as malinformed as this was in 
no position to detect or to stop the steady evasion of taxation 
on intang ible property which was required to check the property 
tax from its final collapse. 
Tax Commissions 
The final administrative development to reform the general 
property tax was the establishment of a tax commission. The 
advent marks the final attempt to bolster up the old general 
property tax. Even though the state commission did not keep 
.the general property tax intact, it was of extreme importance 
for the experience it has given us in the field of centralized 
administration. Information gathered by this body was used in 
formulating our present tax system and in all probability will 
47 
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be used later on when adjustments in our tax system seem necessa . 
There are three principal functions which were assigned to the 
tax commission. First, they were put in charge of t h e state 
equalization of local assessments. Their power to change county 
totals and to adjust valuation as among various classes of pro-
perty was not always adequate, and they were too frequently 
handicapped by the limited appropriations available for the 
collection of data that they needed on equalization and for the 
establishment of improved methods of equalization. A second 
duty was the assessment of certain classes of corporate property 
Before the tax commission had appeared on the scene, the problem 
of assessing the railroads and certain other classes of public 
u tilities had become too great a task for the local assessor, 
and this task was given to the state board of assessment, a part 
of the commission. Even though the state board was much better j 
prepared to assess this type of property than the local a s sessor I 
they nevertheless left much to be desired and left considerable 
room for improvement. A third function of this con~ission was 
the supervision of the original as s essment as made by the local 
assessor. This item of central supervision was the new and 
significant contribution which was made by the commission. 
Previous to the introduction of t his body there had been no 
control over the local assessors or any assi s tance given them 
in assessing property they knew nothing about. It was the belie 
then t h at still more strict oversight of the original assessment 
would be sufficient to overcome the defects of the general 
property tax. It was impossible for central supervision alone 
to cure the evils of property taxation and its failure to cure 
the evils should not be used as an indictment of the tax com-
mission, for no one expected this group to perform miracles. 
Special Tax Commission of 1915 
The Massachusetts legislature in 1915 authorized the 
appointment of a special commission to investigate "the necessit 
and advisability of changes in the existing tax laws" and, 
anticipating the adoption of the proposed constitutional amend-
ment, instructed the commission to draft a law "providing for 
the taxation of incomes". This commission was composed mainly 
of Senators and Representatives. It took the comrlission from 
July to December before they were ready to make recommendations 
for legislative actions. We must remember that in addition to 
the consideration given to the adoption of an income tax by the 
amending of the Constitution, it considered many other tax 
questions independent of the income tax. To begin with, the 
commission carefully studied the present tax laws of the common-
wealth to find out the chief causes of dissatisfaction. They 
also considered the petitions and bills that had been filed with 
the legislature for the past five years seeking changes in the 
statutes or amendments to the Constitution that dealt with 
taxation. State officials were all asked by personal letters 
from the commission to send in their ideas. The public in 
general, through newspaper advertisements, was invited to submit 
suggestions for consideration. From the information available, 
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, they found that: 
'I 
'I 
{1) a very large amount of intangible propert 
!I 
II 
I 
I 
II 
I! 
I' II 
II 
I 
I 
had escaped taxation, {2) intangible property that was taxed ba 
been subjected to confiscatory rates, {3) farms and homesteads 
had borne undue burdens, {4) the corporation tax was inequitabl 
as well as numerous other defects. 
The commission was in unanimous favor of legislation for 
the taxation of incomes, but they realized that before such a 
law could be passed they must try for a second time to have the 
legislation approve the article of amendment that would remove 
the obstacle, "proportional," from the constitutional provisions 
on taxation. They then proceeded to ask why they should arrive 
at such a conclusion. First of all, the article as stated in 
the Constitution, that ·all taxes shall be proportional, did not 
constitute a fundamental law that belonged properly in the Con-
stitution. While we should recognize the fact that the benefits 
each enjoys from his government are greater than the taxes he 
pays to his government, it still is impossible to apportion 
these benefits for the reason that taxes levied, according to 
benefits received, are impossible. It does not take into con-
sideration either the ability of a person to pay or the importan 
principle of progression. This principle, as laid down in the 
Constitution, has proven itself wrong both in theory and 
practice. 
The experience of Massachusetts was the experience of every l 
other state which had attempted to enforce a general uniform 
property tax so as to include intangible personal property; and, 
------
-- -
50 
:--==--------=±!:=,..-,-=-=-==--=-=-::--_-_~--------- - - - - --- - -- - --------- --- -
by the beginning of the 20th c entury, it was becoming to be 
generally understood that such attempts were fUtile and defeate 
their own ends. Many states had adopted systems for the taxatio 
of intangible property by which all such property was taxed at 
a uniform rate; the rate being much less than the local rate 
for the taxation of real estate and tangible personal property, 
usually $3 or $4 per thousand. Such a system was suggested for 
Massachusetts in 1908, but was held unconstitutional as repug-
nant to the requirement of proportionality in taxation. Other 
states had a registration tax by which intangible securities 
were exempted from direct taxation upon payment of a registra-
tion fee, but this was also held to be in violation of the 
State Constitution. It was sought to sustain a tax on the 
income of intangible property as ·an excise, but this failed to 
win the approval of the courts; and an attempt to justify on 
historical grounds a tax on the capital value of intangibles, 
measured by the multiplication of its annual return by an 
arbitrary figure, met with equally ill success. Relief was, 
however, obtained by the 44th amendment which permitted the 
taxation of incomes and was put into effect in 1916. The 
Massachusetts Income Tax will be discussed in the following 
chapter. 
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PART III 
THE MASSACHUSETTS INCOME TAX 
In the two decades that have elapsed since the income tax 
was enacted, the conditions which previously prevailed have 
been largely forgotten, and the income tax is looked upon by 
many merely as one of the numerous pests with which those who 
live in the present times are afflicted; but if the taxpayers 
would but consider the evils which the enactment of the income 
tax law remedied, the income tax would be held in higher esteem 
and be better understood by the general public. 
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CHAPTER I 
THE INCOME TAX AMENDMENT AND ITS LIMITATIONS 
The Income Tax Amendment 
Primarily as a result of the efforts of the special tax 
j commission, the Massachusetts legislature in 1916 passed the 
1 44th amendment for the taxation of incomes. The amendment in 
II 
1' part reads as follows : "Full power and authority are hereby 
I 
given and granted to the general court to impose and levy a tax 
on income in the manner hereinafter provided. Such a tax may be 
at different rates upon income derived from different classes 
of property, but shall be levied at a uniform rate throughout 
the commonwealth -upon incomes derived from the same class of 
property. The general court may tax income not derived from 
property at a lower rate than income derived from property and 
may grant reasonable exemptions and abatements. Any class or 
property, the income from which is taxed under the provisions 
of this article may be exempted from ••••• rates as at present 
are authorized by the constitution. ~1is article shall not be 
construed to limit the power of the general court to impose and 
levy reasonable duties and excises." 
The 44th amendment merely provided for the taxation of 
incomes. It was left to the general court to formulate, with 
the aid of the commission the exact law which would be enacted. 
One of the many problems facing the commission was the establish 
ment of rates. If rates were set too high, the commission was 
that they would tend to drive wealth out of the state 
- -"---=--=----=----- =~- -----===--==--= 
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and if they set them too low they would not receive as much 
income from intangibles as they were now receiving. The latter 
was 
I was I 
not so bad as the former for the main purpose of the act 
to keep people from changing their securities for non-
taxables and to stop them from moving out of the state. If the 
rates were too low, they could easily be adjusted in the future 
with little harm done. They finally decided that a six per cent 
rate on intangibles would provide a revenue at least as great as 
they had secured before the tax. 
Limitations on Taxation of Incomes 
I Although the income tax law now in force is limited in 
I 
II its application to certain classes of income only, and the real 
purpose of the amendment was to authorize taxation of those 
I classes of incomes mentioned in the law, the amendment itself 
I 
is not so limited. The amendment allows taxation of incomes of 
every class and description provided legislation enacts the law. 
I 
1 There are certain limitations which regulate the taxation of 
In the first place, the amendment specifies that the II lj incomes. 
1 tax shall be levied at a uniform rate throughout the common-
wealth upon the same classes of incomes. This specification, 
therefore, prohibits a graded income tax as is imposed by the 
Federal government. In addition, it prohibits income taxes in 
force in various cities and towns or imposed at different rates 
in different cities and towns. The adoption of the amendment 
I did not in any way affect the Federal Constitution, or give the 
state any greater powers with respect to the taxation of incomes 
=--==- --=~--:::--=--- - ----=------
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than it previously h ad with respect to taxation of property. 
!The state cannot tax interest on United States bonds, or discrim 
I inate in its income taxes against non-residents, or impose incom 
taxes in such an unreasonable manner as would deprive persons of 
I 
their property without due process of law. By recent Feder al 
! legislation the state may now tax the incomes of F1ederal officia 
li prohibited prior to 1939. 
,, 
II An inquiry is allowed into the sources from whi ch the 
j income is derived and, when the principal is absolutely immune 
I 
I 
,I from interference, a tax on the income is void. Nevertheless, 
!from the standpoint of territorial jurisdiction, for the tax, 
I 
I 
I 
the domi cile .of the person who receives the income is a justifi-
cation for the tax. Therefore, if the principal consists of 
real estate situated in another state, or a trust fund in the 
1hands of a trustee resident in another state, there is also a 
! justification for the tax. On the other hand, a non-resident 
or a foreign corporation doing business in Massachusetts may be 
taxed on income earned within the state or derived from property 
located within the state. The Massachusetts income tax was 
I intended to constitute a personal property tax on inhabitants of 
the commonwealth measured according to their ability to pay 
as indicated by their income for the previous year, and for this 
I 
reason it was immaterial where the taxpayer resided when the 
income was earned. However, the courts ruled in Hart v. Tax 
Commissioner1 that the income of a person who did not live 
1. 240 Mass. 37 (1921) 
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within the commonwealth when the income was earned could not 
be taxed upon that income. 
The 44th amendment gave the general court no power to 
levy a direct tax on anything but incomes at a rate not pro-
portional to the tax on property. As a result, the meaning 
given to "income" is very broad and liberal and must be inter-
preted as including any item which by any reasonable deduction 
can be fairly regarded as income. Income may be derived from 
either the ownership or the use of capital, from the exercise 
of skill, from labor, ingenuity or sound judgment, or a combina 
tion of any or all of these factors. It also includes gains 
or profits from the sale of property and revenue from any sourc 
Income indicates an increase in the wealth of an individual and 
as a result of this income an individual is able to help bear 
the burden of his government to a larger degree. "Income", lik 
any other word, does have various meanings, but for purpose of 
taxing incomes, Massachusetts has generally followed the ruling 
of the Federal Government which had practiced income taxation 
I 
j three years prior to Massachusetts. The very purpose of the 
l1 
., 
II I, 
II 
I 
I 
44th amendment was to authorize the taxation of certain classes 
of property upon an income basis while other property was to be 
taxed at its capital value and to do away with the requirement 
that there must be proportionality between taxes on income and 
taxes assessed at capital value. Even though there are 
requirements that all property be taxed to help bear public 
charges, it should not be believed that heavy taxation on a 
be_ uaed to_ e~empt _o_the_r_ c.la.sa.e_s _o.£ 
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property from taxation. It is possible to make only reasonable 
exemptions under any income tax law and these exemptions as 
well as the rates at which the income tax will be levied will 
be determined at the discretion of the general court. 
The 44th amendment also provides for the taxation of 
income not derived from property but at a lower rate than income 
derived from property. We would naturally believe that the two 
types of income in question would be income from personal 
services as distin~ished from income from property. However, 
in Raymer v. Tax Commissioner1 it was held that, as the right 
to labor is property, the income that is derived for a man's 
i personal services is income from property and for this reason 
I I it may be taxeq at a higher rate than income arising from the 
1 ownership of property. 
II 
I 
I 
, 1. 239 Mass. 410 (1921) 
! 
-----------------------
-..:...._--=== -=- ---===- =-- --------- -- ~ - - -· -- --· -· --- ------ ---,-
57 
II 
CHAPTER II 
TAXATION OF INCOME FROM CERTAIN INTANGIBLES 
I The law which went into effect January 1, 1917 is one of 
I the most important acts ever passed by our Legislature and is 
I 
1 so far reaching that it has an effect on practically all busi-
1j ness and professional men whose income is in excess of $2,000, 
I or who receive interest or dividends from taxable investment, o 
1 who buy and sell securities either as an investment or a specu-
They are affected by it to the extent at least of fil-
II 
lation. 
ing a return if they are not actually required to pay a tax. 
I 
Considering the importance of this law and its almost universa 
application, it seems that at this time the most important 
provisions and changes in these provisions should be explained. 
Taxation of Income Derived from Certain Intangibles I 
Section 1 provides that the taxation of incomes from I 
(a), (b), (c), and (e) receive~ classes described in subsections 
by any inhabitant of the commonwealth dUring the preceding cal-
endar year, shall be taxed at the rate of six per cent per ann 
(a) Interest from bonds, notes, money at interest and 
all debts due the person to be taxed, except from: 
1. Deposits in any savings bank chartered by 
the commonwealth or in the savings in a 
chartered trust company, and deposits in any 
bank in any state which exempts from taxa-
tion to its inhabitants sliailar deposits, 
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by such inhabitants in banks in this 
commonwealth. 
2. Bonds, notes, and certificates of indebt-
edness of the United States and such 
bonds, notes and certificates of indebt-
edness of the commonwealth and its 
political subdivisions that have previously 
been exempted from taxation. 
3. Loans secured exclusively by a duly recorded 
mortgage of real estate, taxable as real 
estate, situated in the commonwealth. 
4. Loans made in the course of business by 
persons subject to the provisions of 
sections seventy to eighty-five, inclusive, 
of chapter one hundred and forty • 
. 1 Under the original statute, deposits in savings banks 
l1 chartered by Massachusetts and in the savings departments of 
I 
!trust companies so chartered, within the limits imposed on the 
idespoits in savings banks, were exempted, because such deposits 
,are reached by a tax on the franchise of the banks. Subse-
!quently, the exemption was extended in 1918 to deposits in 
savings banks in other states that grant a like exemption to 
1deposits in Massachusetts savings banks owned by their own 
inhabitants. In 1923, the exemption was extended to intex·est 
on deposits in savings departments of trust companies, regard-
lless of the size of the account. 
--- ...:...----=-=-===-============--=== 
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The exemption of interest received on loans secured by 
I mortgage or real estate has been strengthened since its adoption 
I 
I 
Originally, any mortgage was sufficient for exemption of interes 
from taxation. In 1924 the clause was amended so as to provide 
that a mortgage, to come within its provisions, must be duly 
recorded. This amendment got rid of any uncertainty as to 
whether or not interest was received from a mortgage. 
Under the original income tax act it was held that 
interest received by pawnbrokers in their course of business 
was taxable at six per cent as "money at interest" rather than 
"income from business" which was taxed at one and one half per 
cent. However, it was provided by the Legislature in 1918 that 
interest received by persons loaning money as a business, upon 
collateral of tangible personal property, is income from busi-
ness and not money at interest. 
(b) The second subdivision of Section 1 provided for the 
application of the six per cent rate to dividends on shares in 
, corporations and joint stock companies organized under the laws 
of any state or nation other than Massachusetts. There were 
three classes of corporations the dividends of which were not 
I taxable. These are: 
I 
II 
1. Dividends on stock in assachusetts corporations. 
I 2. Dividends on stock in national banks. 
3. Dividends on stock of foreign corporations 
which are subject to a tax upon their franchise 
1n Massachusetts. 
----~===-=====--==-=-=-=-=-==--==-=-=--=========#========: 
This last exemption includes railroads, telegraph or 
street railroads having part of their linea in the State of 
Mass a chus etta. 
The only amendment of this section since it was enacted 
has been a change in phraseology to conform to the changes made 
in the taxation of national banks. Since 1933, legislation of 
11 a temporary character has changed the statute fundamentally both 
! in respect to the theory under which it was enacted and to the 
I 
!practical effect of the tax. The new legislation provides for 
,! the taxation of the dividends of all corporations, domestic and 
'I ~~ foreign, including national banks in the commonwealth under the 
!1 income tax law whether or not the corporation has paid a tax on 
II 
1! the same income. This type of. tax deviates from the theory and 
'I I: purpose of the income tax and constitutes double taxation which 
- ll we had previously avoided due to our principles of taxation. 
Even though this legislation has been characterized as temporary 
a result of the great depression, there is every reason to 
believe that this legislation will remain as a permanent part of 
our tax system. 
(c) Dividends, other than stock dividends paid in new stock 
I
. of the partnership, association or trust issuing the same, on 
shares in partnership, association, or trusts, the beneficial 
interest in which is represented by transferable shares, except 
dividends on shares of certain types of business. Originally, 
all such dividends were taxable except for voluntary associations 
that own certain kinds of property and file an agreement with the 
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II I ~~ commonwealth s-u- ch--t- ax_ e_s_ a_s- are imposed under the act upon 
individuals. 
Since 1916, the act has been changed to exclude the divi-
dends of any partnership, association or trust when the propert 
consists exclusively i n one or more of the following types of 
property: stocks of corporations taxed elsewhere; bonds, notes, 
loans secured by mortgage of real estate, the income from which 
is not taxable under this section; property, the income of 
which would be taxed under this section if owned by an inhabi-
tant of the commonwealth; dividends of corporations exempt from 
taxation under this section. Further exemptions extend to 
dividends of partnerships, associations, or trusts whi ch furnis 
satisfactory proof that at least two-thirds of their taxable 
property is taxed within the commonwealth, and the remainder, 
if taxable, is taxed where situated. 
Interest Deductions 
II 
Certain deductions are allowed from the income that is 
'
1
\ taxable in the preceding section on account of intere s t paid 
during the year on certain classes of debts. Originally, the 
I i law allowed a person to deduct from income taxable at the six 
I 
I I per cent rate such an amount of interest paid by him during the 
II I! year as shall bear the same proportion to the "net interest" 
I' 
d paid as the amount of such income bears to his "total net 
1: 
\
1 income." As a result of several changes, the law now allows a 
'! deduction on accom1t of interest paid by a person during the 
,! year on debts of the following classes: 
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(a) Debts, except those secured by mortgage or pledge 
of real estate or tangible personal property, owed 
by persons engaged in the business of buying, sell-
ing, or otherwise dealing in intangible personal 
property, provided that such business, if it includes 
other classes of dealings in or with real estate or 
buying, selling, manufacturing, or otherwise deal-
ing in or with tangible personal property other than 
gold bullion. 
(b) Debts owed by other persons, except debts secured by 
such mortgage or pledge and debts on account of 
which the taxpayer is entitled to claim a deduction 
under sections 5 and 6. 
These deductions shall be allowed, in respect of interest 
on any debt belonging to class (b) above enumerated arising 
from loans or open accounts directly or indirectly secured by 
intangible personal property, only to an snount not exceeding 
eighty per cent of the income returned by the taxpayer for taxa-
tion under section one on account of intangible personal proper-
ty which secured such loans or open accounts. 
Persons described in paragraph (a) of this section may, 
if the deductions allowed by subsections (a), (b), (c), (d), 
(e), and (f) of section six exceed the total income taxable unde 
subsections (b) and (c) of section five, deduct from their 
taxable interest and dividends, after deducting the aforesaid 
interest deduction, an amount of such excess which bears the 
same proportion to the total excess of their income taxable unde 
- - -- - - --===--------=:------=-- - =- --=-=-----=--=--
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section one bears to their total net income as determined under 
section three. 
Determination of Interest Deduction 
I Section three describes the method by which the deduction 
I allowable in section two may be determined. il 
I A taxpayer claiming the benefit of the deduction must 
file with the commissioner a return of his income from all 
sources together with any other information the commissioner 
might need for determining deductions. From this return and 
information the commissioner shall determi ne the amount of 
interest paid during the year by the taxpayer on debts of class 
(a) and (b) of the preceding section. This interest will be 
called net interest. The commissioner shall also determine the 
total net income of the taxpayer, as such total net income 
would be if no deduction were made for interest paid during the 
year. The taxpayer may deduct from his income taxable under 
section one an amount of interest paid by him during the year 
whi ch shall bear the same proportion to the net interest paid as 
his income taxable under section one bears to his total net 
1 income as above determined. 
,I 
To illustrate this deduction, l et 
1 us suppose that the net interest paid is $1,500; income taxable, 
I 
:jji2, 000; total net income, ·3, 000; and x the deduction. Then 
x - 2000 • Solving this equation, 3000 x : 3,000,000, and 
1500 - 35'00 
x : $1,000. The allowable deduction therefore would be ~1,000. 
==============~==--- ------
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Interest Deductions of Certain Associations 
Section four provides for the application of authorized 
deductions to section two to partnerships, associations or 
trusts, the beneficial interest in which is represented by 
transferable shares, paying to the commonwealth a tax on income 
subject to taxation under section one, as provided in sub-
section (d), on the same terms as an individual inhabitant. 
The Massachusetts income tax is intended to be a tax upon 
net income rather than upon gross receipts, but since the 
Massachusetts income tax is, unlike the federal income tax, a 
tax upon certain specified classes of income only and not upon 
\ the entire income of the taxpayer, the taxpayer obviously is 
I not entitled to a deduction except on account of expenses 
I incurred in connection with the classes of income that are 
! taxed. Federal taxes are not deducted because the right of the 
I' 
1\ state to tax its own citizens is primary. The only deduction 
I 
1 to which an owner of intangible personal property is entitled is 
I 
' i the interest paid by him on a loan secured by property, the 
II 
' income from which is taxable under the act. In the original 
income tax law it was provided that there should be a deduction 
for interest so paid and that the owner of taxable intangibles 
I 
1 pledged as security for a loan be taxable only on the net income 
I therefrom, but it was found to be impossible to apply this rule 
I 
1 in many instances, and to meet the common case of loans secured 
/ by a shifting mass of collateral that were partly taxable and 
I 
~ partly non-taxable, where it was impossible to determine that 
1. proporti~n of interest that was attributable to the porti_o~- ~ 
I 
I 
I 
I 
I 
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the loan secured by taxable securities. These rather complicate 
provisions were adopted to meet the si t uation. 
CHAPTER III 
TAXATION OF INCO£ES FROM ANNUITIES, 
PROFESSIONS, EMPLOTI{ENTS, TRADE, AND BUSINESS 
Classes of Income to be Taxed 
Annuities 
Income from an annuity is taxed at the rate of one and 
one-half per cent per year. The income of property held in 
trust shall not be exempted from taxation under section one nor 
shall payments to beneficiaries be taxed under this section, 
because of the fact that the whole or any part of the payment to 
the beneficiaries is in the form of an annuity. This is the 
original law pertaining to annuities but it has been greatly 
expanded since 1916. Pensions to which the pensioner is legally 
entitled are taxable as annuities unless they are exempted by 
law. Pensions that are granted by the United States are not 
taxable by the state. The payment of a fixed sum annually out 
of the income of any particular property by an executor, admin-
istrator or trustee is not taxable as an annuity. 1 An annuity 
! which has been given by will is not exempt from taxation under 
I the income tax law on the ground that it is a legacy. 2 
Income from Professions, Emplonnents, Trade and Business 
This section provides for the taxation of incomes from 
professions, employments, trade and business. The amendments to 
this sub-section since the enactment of the General Laws have 
Tirrell v. Comm. of Corp. & Tax. 287 lass. 464 (1934) 
Bruce v. Comm. of Corp. & Tax. Mass. B.T.A. (1937) 
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not been numerous or important. The excess over two thousand 
dollars of income derived from professions, employments, trade, 
and business shall be taxed at the rate of one and one-half per 
cent per year. The wages and salaries of employees and officers 
of the United States government shall not be taxed. Retirement 
allowances, however described, from the commonwealth or any coun , 
city, town or district thereof, or from any person, if not 
exempt by law, and interest received in the course of business 
by persons subject to the provisions of sections seventy to 
eighty-five, inclusive, of chapter one hundred and forty, shall 
be taxed under this sub-section. 
The scope of this section is broad, and it includes almost 
J every form of income derived from the personal efforts of the 
I 
taxpayers. It is not necessary that the income be in money, 
and compensation for services in property or in the right to 
occupy a dwelling is taxable at its money value. Even the value 
of so much of the products of a farm as the farmer devotes to 
the use of himself and his family is taxable. Commissions and 
l 1 directors fees are taxable and a bonus paid to an employee is 
I 
1 taxable if it is additional compensation for services and if it 
I 
I is considered an expense by his employer. If this bonus is a 
i 
I gift or bequest, even if made in recognition of personal 
I I services performed or to be per~ormed, it is not taxable. 1 
I An employment would probably include almost any type of 
I 
I; personal service performed for some one else for which the 
1 1 ~-
1 1. Lyon v. Comm. of Corp. & Tax. 258 Mass. 450 
I 
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I taxpayer was compensated. This would hold true even if the 
I I employment was temporary, casual, irregular or if it consisted 
I of but a single specified piece of work. . It is not easy to 
I 
I prescribe the limitations or the delimits of a business. A 
I person who sells his home, automobile or yacht even at a profit 
I 
Jwould not be taxable on such a profit as income from business. 
II A business is usually thought of as a customary or habitual 
II 1 
1 occupation yet persons who have made but a single transaction 
I in a year have under certain circumstances been held to be in 
II business and the profit therefrom may be taxable. 
1j Taxes on business income do not take into account the 
I place where the business is carried on but use the domicile of 
the taxpayer to determine liability to taxation. A resident of 
the commonwealth is taxable as a resident for the income from 
his profession, trade, or business even though the income may 
have been earned entirely within another state. Even though 
the state has the power to tax non-residents on income earned 
within the commonwealth, there has been no attempt to tax this 
class of income. 
If a person has several different occupations during the 
year, he will be taxed on the total of his incomes. If from one 
occupation he sustains a loss, he may deduct it from the income 
or profit received in another occupation. 
1. Occasional and casual dealings in real estate and mortgages 
by a professional man are in the nature of investments of 
capital, rather than the conduct of a business, and the gain 
are not taxable. Morrison v. Comm. of Corp. & Tax. 1 Mass. 
B.T.A. 478 (1932) 
-- -== 
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Gains from Sales of Intangibles 
The excess of the gains over losses received by the tax-
payer from purchases or sales of intangible personal property, 
whether or not the taxpayer is engaged in the business of deal-
ing in such property, shall be taxed at the rate of three per 
cent per year. 
This section imposes a tax on one source of income which 
was not taxed under the original income tax act and it is 
1, therefore contrary to the purpose of this tax. 
\i the tax was to reduce and equalize the burden of taxation 
The purpose of 
This sec-1: rather than to lay new taxes for increased revenue. 
I! 
'i tion was introduced to reach the large fortunes which were 
I 
I 
,, 
! 
being made in stock speculation during the first World War. 
The constitutionality of this act has been challenged on the 
grounds that the speculators were not engaged in the business of 
buying and selling securities; the gain was an increase in 
capital invested and could not be taxed as income. The courts 
have given a broad interpretation to the word "income" in the 
44th amendment and have upheld the statute as not being objec-
tional to the constitution. 
Another important question that arose under this sub-
section was what constitutes "intangible personal property"? 
Without question, the class of property called "securities," 
including stocks, bonds, and notes, may be classified as 
intangible personal property as well as a real estate mortgage, 1 
1. Whistler v. Co1mn. of Corp. & Tax. 1 Mass. B.T.A. 473 (1932) 
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but a lease on property is not intangible personal property.l 
Still another question was what constitutes the "purchase 
and sale'' of intangible personal property. In Benner v. Connn. 
of Corp. & Tax2 it was held that a person is taxable on an 
exchange of securities if the securities acquired are commonly 
bought and sold and have an ascertainable market value. The 
question now arising is ho~ can there be a gain or profit when 
there is an equal exchange? Since the comparison is made on 
the gain or profit over the value of the security on January 1, 
1916, or the price he paid for it if subsequent to this date, 
and t h e value of the security on the day that it was exchanged, 
it is possible to h ave a gain according to law even though 
there is an equal exchange. If both of the securities to the 
exchange have appreciated in value and both parties to the 
exchange make a profit, then both parties will be taxed upon the 
gain to t h e exchange. To illustrate this point, let us assume 
that A bought 10 shares of stock in a company for ~40 a share 
on January 1, 1916 they were worth ~50 a share, and B bought 
10 shares in another company in July 1916 for ~50 and they made 
I 
I an equal exchange in July 1919. At that time each stock was 
I worth ~60 per share and each party would have a taxable gain of 
$10 on a share equal to $100 for the 10 shares. This gain is 
taxed at 3% so that the total tax would be ~6. All interest and 
I 
I 
'j dividends that are taxable under section one are not to be 
I i taxed within section five. 
I -=------=...----::-:--
' 1. Moulton v. Comm. of Corp. & Tax. 243 Mass. 129 (1922) 
2. 1 Mass. B.T.A. 6 (1931) 
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Determination of Business Income il 
'I Income taxable under sub-section (b) of section 5 shall be 
/ the gross income from the profession, employment, trade or 
1 business, in the year for which the tax is computed, not includ- J 
I 
ing income exempt from taxation under this chapter or taxable 
hereunder otherwise than under said sub-section (b), but 
including gains from the sale of capital assets, other than 
intangible personal property, employed therein, less the fol-
lowing deductions. 
Gross income from a profession is the gross receipts. 
Gross income from an employment is the salary, wages, or com-
missions received during the year. This includes any bonus, 
special compensation, or fees that the employee receives, but 
it does not include such items as gifts. The gross income from 
a trade or business is the excess of total income from the 
operation of business over the total amount paid out on the 
business during the year. This section is much the same as it 
was in the beginning. Changing conditions have not warranted 
a change in this section of the tax laws. From the gross 
income described in this section, the taxpayer is allowed to 
make certain deductions which are explained in the following 
sub-sections. 
Deductions 
Business Expenses 
Expenses paid within the year in the profession, employmen 
II trade, or business, including the cost of repairs. This, of 
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bonuses if the employee is legally entitled to them, but does 
not include the runount withdrawn from the business by a partner. 
Depreciation, Obsolescence and Depletion 
A reasonable allowance may be made for the depreciation of 
business property within the year. When no other more accurate 
measure is available, the usual means for determining deprecia-
tion is to divide the total cost of the asset by the number of 
years to its anticipated or useful life and to deduce this 
amount each year. Thus if a machine cost :;i;lO,OOO when purchase 
and its life was 10 years, the annual depreciation would be 
;jjil,OOO. 
Taxes Paid 
All taxes paid within the year to the United States or any , 
nation, or to any state, county, city, town or district, in 
respect of the profession, employment, trade or business, or 
the property held or used in connection therewith, but not 
including assessments for betterment may be deducted from 
income. 
'I A portion of the Federal income · tax is deductable from the 
tax on business income but not from the tax on the income of 
intangibles. Only that portion of the income tax, state or 
federal, which was assessed in the preceeding year with respect 
to business income cru1 be deducted from the business income of 
that year. It is relatively simple to determine the income tax 
paid to the state on business income, but it is more difficult 
to compute the federal income tax on this class of income. 
The following formula has been made to determine the deductible 
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amount for the purposes of the state income tax: 
a 
b x c ~ ~ x e = deduction d 
a • net income from salaries, wages, etc. b • taxable income. 
c = normal tax paid. d = taxable income from all sources. 
e - surtax paid. 
Interest Paid 
Interest paid during the year on indebtedness of the 
person taxed incurred in connection with his profession, employ-
ment, trade or business except as deductible under section two 
I may be deducted from business income. This deduction is 
limited to interest paid on obligations of the business and 
! interest from personal indebtedness may not be deducted from 
I I business income. 
I Losses from Destruction of Capital Assets 
I Losses from the sale of capital assets other than intangi-
ble personal property, or losses from fire and theft are 
deductible if the loss is not covered by insurance. The loss 
from the sale of capital assets which may be deducted from 
business income is limited to the loss on those capital assets 
which are used in the taxpayers business. 1 
Bad Debts 
The amount of any debts receivable arising from the busi-
ness subsequent to December 31, 1915 that have been determined 
by the taxpayer to be worthless, and have been charged off by 
1. Morrison v. Comm. of Corp. & Tax. 1 Mass. B.T.A. 478 (1932) 
---- - - -
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h~, may be deducted from business income if the amount has 
I previously been included in income under an earlier return. 
1
1 
If the taxpayer returns his income on a cash basis, he 
can claim no deduction for bad debts. If a charge proves 
' uncollectible and it is based on merchandise sold, the taxpayer 
may make a deduction for the cost of the goods, not as a bad 
debt but as a deduction in determining his gross income from 
the business. If he makes his return on an accrual or inventor 
basis and includes a sale on credit as part of his income, he 
may deduct the amount of the debt as a loss in his next return 
if he is unable to collect for the sale. 
In the original income tax act, the provision that no 
debts should be charged off unless they had previously been 
included in a return was limited to debts receivable as income 
and it was believed that any debt which was receivable as 
principal might also be charged off and deducted. As a result 
1i of the consolidation of general laws, the words "as income" 
I 
were removed and as the law now stands, the taxpayer has no 
right to deduct for an impairment of capital arising from a 
debt receivable. 1 
Income Attributable to Capital Invested in the Business 
An amount equal to five per cent of the assessed value, 
I
I 
less the amount of any mortgage, of the stock in trade and othe 
'I tangible property, real and personal, owned by the person taxed 
and used in the business may be deducted. 
1. Hornblower v. Comm. of Corp. & Tax. Mass. (1926) 
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=t This type of deduction originated in the earlier statute 
I taxing business incomes, based upon the provision that incomes 
I derived from property already taxed should not be taxed. The 
object of this deduction is to avoid double taxation and to con-
fine the tax to income from personal efforts on the part of the 
person taxed. In 1922 an amendment was enacted to exclude from 
these classes of property vessels or ships used exclusively for 
fishing or foreign trade. 1 In 1930 it was held that when a 
person was engaged in both selling and renting real estate, and 
the profit fvom the sale of real estate is taxable as business 
income and the rentals are not taxable, the taxes paid on such 
real estate plus 5% of the assessed valuation might be deducted 
from the profit. 
Allowances for Wife, Children or Dependent Parents 
The sum of five hundred dollars for a husband or a wife 
with whom the taxpayer lives and two hundred and fifty dollars 
for each child under 18 years of age, or parent entirely 
dependent on the taxpayer for support. 
This provision adopts the exemption of $2,000 which was 
used in the previous law and allows an additional exemption with 
' 
;I 
I 
a maximum of ~1,000 for persons entirely dependent upon the tax- \ 
I payer. This exemption applies only to business income and has 
li nothing to do with income from other sources. Before a husband 
I! can claim a deduction for his wife they must live together for 
i 
! at least six months out of the year. The status of children 
II 
I. 1. St. 1922 c 329 sec. 2 
II 
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I for purposes of this deduction is based upon conditions existing 
I, 
I 
I 
II 
I 
on January 1 of the year during which the tax was paid. 
Exemptions 
Originally, the exemptions were not specifically enumerate 
but it was provided that the act should not be construed to 
impose a tax upon any corporation or person in respect to income 
derived from property exempted from taxation by provisions of 
law existing prior to the passage of the act. It was thought 
best to include all exemptions in one section and as a result 
of the amendments of 1924, these are now enumerated in section 
I s. The more important exemptions are: 
I 
I II 
1. One thousand dollars in all of income taxable under 
section one and under sub-section (a) of section 
five, received by a person whose total income from 
all sources does not exceed ~1,000 during the year. 
2. Income received by corporations, except as pro-
vided in section fourteen. 
3. Income received from land classified under chapter 
sixty-one. 1 
4. Such part of the income received by trustees or 
other fiduciaries as is payable to or accumulated 
for persons not inhabitants of the commonwealth. 
5. Income from intangible personal property exempt 
from taxation by section five of chapter fift y-nine. 
1. Section 61 refers to the taxation of forest lands. 
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~== 1'=--== When a taxpayer receives income from wages and dividends 
I 
I 
I 
II 
I 
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in excess of one thousand dollars, but has incurred losses from 
the sale of securities which reduce his income to less than one 
thousand dollars, he is none the less taxable on his dividends. 
These provisions pertaining to exemptions are strictly construe 
because it was the intention of the legislature to tax all 
income within the specified classes that is within the legisla-
tive jurisdiction to tax. 
I 
1. MacQuilkin v. Comm. of Corp. & Tax. 1 Mass. B.T.A. 586 (19J 
- - -
I 
I 
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CHAPTER IV 
TAXATION OF ESTATES AND FIDUCIARIES 
Estates of Deceased Persons 
The estates of deceased persons who last dwelt in the 
j corumonwealth s hall be subject to the taxes imposed by this 
chapter upon all income received by such persons during their 
I 
lifetime, if assessed within the time limit by section thirty-
seven. 
The income received by the estates of such deceased persons 
shall be subject to all the taxes imposed by this chapter, to 
the extent that the persons to whom such income is pay able, or 
for whose benefit it is accumulated are inhabitants of the 
commonwealth. All taxes under thi s section shall be assessed to 
the executor or administrator and he shall be held liable for 
them. 
The original income tax act provided that "the income 
received by persons s i nce deceased shall be taxed to t h eir 
estates." This was construed to mean that all taxable income 
received by a deceased person from January 1 to the time of his 
I death should be taxed to his estate. The courts have held that 
I the words 11 since deceas ed" in the statute meant since January 1, 
\ 1917, or in no event could a person who died in 1916 be taxed on 
his income. This decision denied the right to tax the income 
of a deceased person that was received prior to his death. In 
I 1919, an amendment was added to the statute that would authorize
1
1 
I 
79 
___ ---t the taxation of all income received 
II 
by a deceased person prior I 
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.I 
to his death taxable under this chapter with the exception of 
I business income. 1 
An additional amendment was added in 1925 which struck out 
the exception, thus making his total earned income for the year 
prior to his death liable to the income tax. In 1931, the final 
amendment was added and included as taxable income under this 
section all income that he would have received if he had lived 
to receive it. All income that is received by the administrator 
or executor from the time that the decedent died to the time 
that the estate is distributed is taxable except that part that 
is paid to individuals who are not residents of the 
I 
I 
commonweal thJ 
Estates Held in Trust 
The income received by estates that are held in trust by 
trustees or .other fiduciaries under the will of a person who 
died as an inhabitant of the commonwealth shall be subject to 
taxation under this chapter to the extent that the persons to 
whom the income from the trust is payable or for whose benefit 
it is accumulated are inhabitants of the commonwealth. Income 
so received and accumulated for unborn or uncertain persons 
with uncertain interests shall be taxed as if accumulated for 
the benefit of a known inhabitant of the commonwealth to the 
following extent: 
1. Where all or any of the trustees have received 
their appointment from a court of the commonwealth, 
the whole amount of income thus accumulated will be 
1. St. 1919 c 136 sec. 1 
I 
I 
2. Where all of the trustees are inhabitants of the 
commonwealth, the whole amount of income thus 
accumulated will be taxed. 
3. If any one or more of the trustees is an inhabitant 
of the commonwealth, the proportion of the income 
accumulated for unborn or unascertained persons 
with uncertain interests shall be taxed which is 
represented by the ratio of trustees who are 
inhabitants of the commonwealth to the total number 
of trustees. 
It was determined that the taxability of tnust property 
should depend wholly upon the domicile of the beneficiary, 
although for purposes of convenience the tax was assessed upon 
the trustee if he was within the jurisdiction of the common-
! wealth. Under the original act, a resident trustee was taxed 
'I 
- --=-=---- . 
without regard to the domicile of the beneficiary, and a resi-
dent beneficiary of a non-resident trustee was also taxed, 
unless a testamentary trust in another state. 
As a result of changes in the law, it is now necessary for 
the trustee to show the domicile of each beneficiary in his 
return and the proportionate part of the income paid or payable 
to each. The trustee is taxable upon all money or other 
property received by him which would be taxable as income to a 
person who received it in his own right even though the money 
is not distributed but allowed to accumulate. 
The greatest problems in connection with this section have 
arisen with respect to the taxation of trusts when questions of 
I 
I 
I 
I 
I 
II 
II 
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~~ interstate jurisdiction arise. It was provided that income 
j( eceived by trustees, any one of whom was an inhabitant of the 
i! commonw€alth or had received his appointment from a court in the 
l'! con:monwealth, should be taxed to I . the extent that the persons to I 
inhabitants of the commonwealth. ilwhom the income was payable were 
I, !The statute was amended in 1931 so that income from trust proper-
11 li ty is taxable only when it is received by a trustee under the 
!I will of a person who died as an inhabitant of the commonwealth, 
I 
lor under a trust created by a person who was an inhabitant when 
the trust was created. Such income is taxable as before only 
to the extent that the beneficiaries were inhabitants of the 
commonwealth. A trustee is not taxable under this section for 
income payable to a beneficiary who was not an inhabitant of 
this commonwealth when the income was received, although he 
1 /became an inhabitant before the return was filed. 
I 
Resident Beneficiaries of Non-Resident Trustees 
Any inhabitant of the corrunonwealth who receives income 
from one or more trustees or other fiduciaries who are not sub-
ject to taxation under t his chapter, shall be subject to taxa-
tion by thi s chapter under such income according to the nature o 
the income received by such trustee or other fiduciary, and 
shall include such income in a return as required by section 
twenty-two. 
In the original income tax act, it was intended that all 
I jtaxable income received by a resident beneficiary from a non-
l .,...._.___,=-=~-
82 
1
11. Old Colony Trust Co. v. Comm. of Corp. & Tax., 245 Mass. 155 
(1923) 
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resident trust~;;- ;hoilld b~ taxed; but as - i~-was provided els;: lJ - -
1 where in the statute that income derived ~rom property exempt , 
1, from taxation should not be taxed, and the existing law 
1 
exempted property held by a non-resident trustee for a resident 
I 
Jbeneficiary under a testamentary trust if legally taxed in 
I another state, it was held that the exemption applied under the : 
1 income tax act. The statute was amended to carry into e~fect 
the original intent of the legislature to tax this type of 
J income. 
Claim of Exemption of Beneficiary 
A trustee may, at the request of any beneficiary claim the 
benefit of the exemption provided by section eight of the tax 
laws 2 for each person to whom the income from the trust is pay-
able, or for whose benefit it is accumulated. A beneficiary 
who has no taxable income except from a ~iduciary who is taxable 
under this act is not taxable himsel~ although if such income 
does exceed two thousand dollars he must file a return under the 
provisions of section twenty-two even though he need not set 
out the income thus received. 
Settlement o~ Taxes on Fiduciaries 
For the purpose of ~acilitating the settlement and distri-
bution o~ estates held by trustees and other ~iduciaries named 
in section thirteen, the commissioner, with the permission o~ 
I -::---~---:--
1
1 1. Maguire v. Tax Comm., 230 Mass. 503 (1918) 
2. Section 8 explains exemptions 
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i the amount of taxes that at any time are to become due from such ll 
I estates under this chapter, and payment in accordance with such ! 
1 agreement shall be full satisfaction of the taxes to which the 
I 
I 
I 
agreement relates. 
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TAXATION OF PARTNERSHIPS 
Partnerships 
Any partnership having a usual place of business in the 
commonwealth, ~a member of which is an inhabitant thereof, 
shall be subject to the taxes imposed by this chapter. If any 
of the partners are not inhabitants of the commonwealth, only 
so much of the inco1ne thereof as is proportionate to the aggre-
gate interest of the partners who are inl~abitants of the common-
wealth in the profits of the partnership shall be taxed. 
This provision differs from the federal income tax law in 
that when a partnership has a place of business in the common-
wealth, the partnership is treated as an entity and taxed on 
its income and the -partners do not pay a tax on their incomes 
1 
I 
I 
1
from the partnership. The taxability of the income of a partner ! 
ship does not depend upon the location of its place or places 1 
l 
: of business but upon the domicile of the partners, and a partner : 
I 
I 
ship composed of non-residents may have its place of business in l 
this commonwealth without paying any tax here except upon its II 1: 
I, 
I 
property, just as any individual non-resident may. 
Establishment of Partner's Exemptions 
I 
A partnership, in computing its taxable income may deduct 
at the request of any partner the whole or any part of the 
I 
amount of the exemption to which such a partner may be entitled i 
II under sections five and eight and of the deduction for family I 
I i 
=r=-=-
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to which he may be entitled under clause (h) of section six; 
provided the commissioner is satisfied with an affidavit from 
the partner for whose benefit any such exemption or deduction 
is claimed, or otherwise, that such partner is not allowed, in 
all partnerships in which he may be a partner and on account of 
all income on which he is liable to taxation under this chapter, 
l
more than the total amount of such exemptions and deductions to 
lwhich h~ is entitled. 
No partnership can claim a greater exemption than is the 
partner's share of the income. A partner who has a business 
income apart from the partnership may apportion his exemption 
I 
i !between his private income and the income of the partnership 
1
1if he deems it advisable. 
! 
I 
I 
Resident Members of Partnerships Having No Place 
of Business in Massachusetts 
An inhabitant of the commonwealth who is a member of a 
j partnership having no usual place of business in the common-
/ wealth who receives income from such partnership derived from 
such a source that it would be taxable if received directly by 
such a partner, shall as to such income be subject to the taxes 
imposed by this chapter. 
Partnerships with Transferable Shares 
These previous sections dealing with partnerships shall not 
apply to partnerships, associations or trusts, the beneficial 
interest in which is represented by transferable shares, and 
nothing in said sections shall affect other provisions of this 
86 
I, 
87 
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chapter so far as the same relate to such partnerships, asso-
ciations or trusts, the beneficial interests in which is 
represented by transferable shares. 
I 
I 
I 
I 
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CHAPTER VI 
RETURNS 
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'I I 
,\ 
Returns of Income 
Every individual inhabitant of the commonwealth, including 
every partnership, association or trust, whose annual income 
from all sources exceeds two thousand dollars shall make annuall 
a return of his entire income, except income derived (a) from 
real estate, (b) from dividends exempted from taxation under 
section one, (c) from interest upon bonds or other obligations 
of the United States, (d) from interest upon such bonds, notes 
and certificates of indebtedness of the commonwealth and politi-
cal sub-divisions thereof as are exempt from taxation under 
separate clauses, (e) loans secured exclusively by a duly 
recorded mortgage of real estate, taxable as real estate, 
situated in the commonwealth, to an amount not exceeding the 
assessed value of the mortgaged real estate less the amount of 
all prior mortgages, and 
from the United States. 
make an annual return of 
(f) from wages or salaries received 
Every other individual inhabitant shall ,' 
such taxable income. 
The only amendment to this statute since its ftnactment is 
!I 
1 that 
I than 
which requires that the mortgage be "duly recorded, 11 rather I, 
simply a mortgage as was the case originally. I' 
,I 
I 
I 
I 
,i 
,, 
li Fiduciary Returns 1 
Every executor, administrator, trustee, guardian, conserva-1 
i 
tor, trustee in bankruptcy, assignee for the benefit of creditors 
+----~ =----=-
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than a receiver of a domestic corporation, 
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i 
li and every other person receiving income taxable under this 
!chapter, shall make an annual return of his taxable income as 
!provided i n this chapter. 
II Thi s return is in addition to and distinct from the return 
which the executor or administrator is required to file with 
i respect to taxable income received after his appointment. No 
return is required of an assignee, trustee in bankruptcy or 
receiver of a corporation except in the cas e of a receiver of a 
f oreign corporation holding a fund for the benefit of 
Massachusetts creditors since such fiduciaries are not subject 
to the tax. 
Further Provisions Res pecting Returns 
Returns in the two preceding paragraphs shall be on oath 
or accompanied by a written declaration that they are made under 
the penalties of perjury and shall be filed with the i ncome tax 
assessor for the district where t h e taxpayer resides or h as his 
principal place of business. Except as otherwise stated, the 
return shall be made on or before March first i n each year and 
shall relate to the income received during the year ending on 
December thirty-first preceding. 
Returns of Gains from hmi nent Domain 
Every person who during the preceding year has received 
any income taxable under section seven A (gains from taking by I 
eminent domain) shall file a return thereof with the commission~! 
,, 
I 
I 
I' e~-~~ ~~c~-i~== ~as ~_:>~ __ a!_l __ or_~~lnal part of the document but =4= 
'I ~ I ~I I! 
II 
I' II 
li 
I 
~- -- -~~-- _:_::_--~---- -~ -~-----=---------=== 
jl 90 -L~ II was inserted here in 1935. 
Notices and Return Blanks 
The commissioner shall prepare blanks for the required 
returns and shall cause them to be distributed throughout the 
! commonwealth; but no person shall be excused from making a 
I 
r eturn by failure of the commissioner to send or give one o~ the 
blanks to him. 
The commissioner shall annually give seasonable notice o~ 
the requirements by posting or in any other suitable manner, 
not later than January fifteenth, in every town in the common-
wealth. 
Omitted and SupElementary Returns 
I~ the commissioner shall, from information derived from 
the return or otherwise, be of the opinion that any person 
1 whose income is taxable under this chapter may have failed to 
file a return, or to include in a return ~iled, either inten-
tionally, or through error, all the sources o~ his taxable 
income, he may require from such persons a return or a supple-
mentary return on oath, in such a form in each individual 
I 
IJ instance as the commissioner prescribe, of all the sources from 
i which the taxpayer received any income, whether or not taxable 
I 
1 under this chapter. Any source of taxable income so omitted 
must be added to the original return. Any correction o~ the 
original return does not relieve the person making the same 
1 any o~ the penalties to which he may be liable under this 
II 
1 chapter. 
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The authority granted here cannot be used by the commis-
--t- -----
1 
sioner as a means of auditing or verifying a return filed in 
full accordance with the law. The taxpayer may be required to 
disclose in general terms the sources of his income but the 
commissioner has no power under this section to require a per-
son who has filed a return t o state the amount of income he had 
from each source. The sole power to verify returns is granted 
under the next heading. 
Verification of Returns 
In order to verify any return made under this chapter 1 
the commi ssioner may, within two years after September first of 
I j t he year in which such return was due, direct a deputy or 1 
!agent to verify the return; and for the purposes of such verifi- ,1 
cation the books and papers of the person shall be open to the 
1 
fraud had been committed. In 1935, the legislature struck out 
I the section requ i ring the commissioner to believe the return 
1 
fraudulent before verification could be made so that the com-
! missioner may now investigate returns at his own discretion. 
If any person fails to file a return on or before May first 
of any year, any justice of the supreme court or superior court, 
on petition of the commissioner, shall issue a writ of mandamus 
requi ring such person to file the return. In case of sickness, ~~ 
I , 
absence or other disability , the commissioner may be all~wed 
II 
II 
,I 
I! 
II 
---- ------ -=~=' -=-=- -.:...-==-= 
----=-===-=--=-=--=fj==--'~..:..;-=-:....:-:...:-=----------=---- --- ----
-
further time for filing any return required by this chapter. 
Privacy of Returns 
Returns shall be open to the i ns pection of the commissioner 1 
II 
!I 
I 
I 
and his deputies wh en acting under his authority. The books, 
accounts, and other records in the hands of the commissioner, 
except returns, shall be open to the inspection of the state 
1 auditor f or the purpose of auditing the accounts of the com-
1! 
I 
II missioner . Returns shall be kept for two years, and thereafter 
' until the commissioner orders them destroyed. The commissioner !J 
I shall, on request of any inhabitant of the commonwealth, state ~~~ 
I whether or not any designated person has filed an income tax 
I 
1 return for the current or any prior year. 
I 
Information at the Source 
Every employer, being an inhabitant of the commonwealth or 
having a place of busi ness therein shall file a return annually 
with the commissioner in such a form as he shall prescribe from 
time to time, giving the names and addresses of all regular 
employees residing in the commonwealth to whom said employer 
has paid wages, salary or other compensation in excess of the 
sum of two thousand dollars during the preceding calendar year, ~~~ 
and may give the amount paid to each. 
Every corporation, partnership, association or trust doing II 
business in the commonwealth shall report annually to the com- I 
I 
missioner, in such form as he shall from time to time prescribe, 
the names and addresses of all residents of the commonwealth 
92 
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1owns, unless the dividends paid on its shares are exempt from !~ 
iJ 
,, taxation under section one. 
I Every corporation, partnership, association or trust doing 
!business in the commonwealth shall report annually to the com-
J missione~ in such form as he shall from time to time prescribe, 
l the names and addresses of all residents of the commonwealth to 
1whom it has paid interest during the preceding calendar year on 
II 
I 
its bonds, notes or other evidences of indebtedness, and to whom ;! 
it has paid any annuities, except, however, interest coupons I 
I payable to bearer, and income exempt from taxation under this J 
I 
chapter. The commissioner may also request the respective ~~ 
amounts of interest and annuities paid to any person during the I 
calendar year. 
Every trustee or other fiduciary who is an inhabitant of 
or has derived his appointment from a court of the commonwealth, II 
who distributes income that would be taxable under this chapter 
but which is not so taxable to such trustee or fiduciary, shall 
file with the commissioner for each calendar year during which 
he has distributed to such an inhabitant any such income not 
previously returned, and upon final distribution of the estate 
or trust in case any such income is distributed as aforesaid, 
a return in such form as the commissioner may from time to time 
prescribe, giving the name and residence of every such inhabi-
tant and the amount and kind of interest so distributed to him 
which is taxable under this chapter. 
------- ---
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The returns, lists and reports required by this section I 
I 
shall be made on or before March first in each year; but the 
commissioner may authorize them to be made at any other date . I I 
The treasurer of every city, town and county, and the I 
I 
comptrol~r, shall annually not later than April tenth, in the 
I 
and addresses of all employees in said city, town, county, and 
1
11 
in the commonwealth, respectively, receiving during the preced- !I 
form prescribed by the commissioner, furnish to him the names 
ing calendar year as salary, wages, or otherwise, amounts 
exceeding two thousand dollars, together with the amount receive 
in each individual case. 
I 
I 
I 
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CHAPTER VII 
ADMINISTRATION OF THE TAX 
Assessment of Persons Who Have Filed Returns 
The commissioner shall determine from the returns required 
ji by this chapter, or in any other manner, the income of every 
·I person taxable thereunder, and shall assess thereon the tax 
I 
I 
I 
1 hereby provided; but he shall not determine the income of a 
I 
1 person who has filed a return in accordance with section twenty 
two to twenty-five inclusive, within the time prescribed by 
law, to be in excess of that disclosed by the return, without 
notifying such persons and giving him an opportunity to explain 
I I the apparent incorrectness of his return. 
I Assessment of Persons Who Have Not Filed Returns 
If any person who has failed to file a return, or has 
filed an incorrect or insufficient return, and has been notifie 
by the commissioner of his delinquency, refused or neglects 
within twenty days after receiving such notice to file a proper 
return, or if any person files a fraudulent return, the com-
missioner shall determine the income of such person, taxable 
under this chapter, according to his best information and 
belief and assess the same at not more than double the a~ount 
so determined. 
Omitted Assessments 
If the commissioner finds from the verification of a return 
I or otherwise that the income of any person subject to taxation =~--i- =c- - -- ~.-==-=- ~------
~~ 
,I ji 
l! 
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under this chapter, has not been assessed, he may at any time 
within two years after September first of the year in which 
such assessment should have been made, assess the same, first 
giving notice to the person so to be assessed of his intention, 
and such person shall thereupon have an opportunity within ten 
days after such notification to confer with the commissioner 
in person or by counsel or other representative as to the 
proposed amendment. 
This statute was amended in 1922 to provide that in the 
case of an omitted assessment subsequently assessed, interest 
should run from the date when the tax was due1 • The amendment 
of 1933 struck out all provisions as to due date and interest 
but inserted the reference to interest at the end of the 
section. 
When the Tax is Due - Interest 
One half of the tax imposed by this chapter shall be due 
and payable in advance of assessment at the time when the tax 
return is required to be filed, and the remaining half on 
October first following. So much of each half of the tax that 
is not paid at its due date shall bear interest from said date 
at the rate of one-half of one per cent per month until it is 
paid. 
Rules and Regulations of the Commissioner 
The commi ssioner may from time to time make such rules and 
regulations, not contrary to this chapter as he deems necessary 
1. St. 1922 c 143 
96 
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to carry out its provisions. The commissioner has prepared a 
I set of rules and regulations containing both instructions in 
I, 
regard to the preparation and filing of returns and interpreta-
tions of the various sections of the income tax law and rulings 
of law in regard to various situations which have arisen or 
II seem likely to arise. j, If a rule of the comrrdssioner has been 
I 
consistently followed for a period of time without contest or 
objection, it should be given some weight i n interpreting a 
1 
statute of doubtful meaning. 
Collection of Income Taxes 
The commissioner shall give written notice to every person 
assessed under this chapter of the amount assessed and t he 
time when it shall be paid. All taxes so assessed may be paid 
at the office of the commissioner in Boston or at the off ice 
of the assessor for that district. In the event that the 
assessed does not receive notice, the validity of the tax is 
not affected. 
If any income taxable under this act received by executors 
administrators, trustees or other f iduciaries, is duly assessed 
to them and they neglect to pay the same, any such fiduciary 
shall be personally liable therefor to the commissioner in 
contract, and may be allowed in his account for the amo~~t 
paid by him. The means of enforcing payment includes a summons 
and then an ·action in law against the person assessed, the 
seizure of his personal property by distress, or the arrest of 
1. First National Bank of Boston v. Comm. of Tax. & Corp. 
274 Ma s s. 583 
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his person, at the option of the assessor. 
I 
j Distribution of the Income Tax 
j The Income Tax Law of 1916 made only one provision for the 
I 
! distribution of the revenue received and that was for the year 
I 1917. It was provided that the revenue received from taxes on 
I 
! income, collBcted by the state, shall be distributed back to the 
I i cities and towns, and the cities and towns shall receive no 
I 
! less than they received in 1915 from the local tax on intangible 
i 
· and faculty. Then, if there is any surplus left, the state 
I 
j reimburses itself for the expense of administration, assessment 
! and collection, and that expense was about one per cent of the 
l! amount collected. If there is any surplus over that, it shall b 
~ returned to the cities and towns on the basis of their share of 
I the state tax. 
I 
Jl For the years following 1917, the legislature passed laws 
' which provided for the distribution of the tax to towns and 
cities in proportion to the amount contributed by the residents 
of each municipality after expenses have been deducted. All in 
all, the state merely acts as an agency to collect a tax for 
I 
each municipality in an effort to reduce local property taxation 
Abatements 
Any person aggrieved by the assessment of a tax under this 
chapter may apply to the commissioner f or an abatement thereof 
at any time within six months after the date of the notice of 
the assessment; and if, after a hearing, the commissioner finds 
I that the tax is excessive in amount, he shall abate it in whole 
I 
I or in part accordingly. If the tax has been paid, the state - __ ..: -- - -==~ --:_-==-~ -~~--=--:----==..=-::=: ....===....-~-= ---- - --- --
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treasurer shall repay to the person assessed the amount of such 
abatement, with interest thereon at the rate of six per cent 
per annum from the time when it was paid. 
No tax assessed on any person shall be abated in any event 
unless the person assessed shall have filed, at or before the 
time of bringing his petition for abatement, a return within 
the prescribed time. If he does file a return not within the 
prescribed time or an incorrect return, the commissioner shall 
not abate the tax below double the amount for which the person 
assessed was properly taxable under this chapter. 
Penalties 
I If a person required to file a return under this chapter 
I fails to file a return within the prescribed time, the sum of 
I 
II 
I 
I 
I ~ 
I' tl 
I 
I 
five dollars for every day during which such person is in 
default shall be added to, and become a part of the tax, as an 
additional tax; but the commissioner may at his discretion, 
abate any such additional tax in whole or in part. 
Any one who files a fraudulent return, and whoever, having 
failed to file a return or having filed an incorrect or insuf-
ficient return without reasonable excuse fails to file a return 
within twenty days after receiving notice from the commissioner 
of his delinquency, shall be punished by a fine of not less 
1\ than one hundred or more than ten thousand dollars, or by 
I, il imprisonment for not more than one year, or both, and shall 
',I forfeit his right to hold public office anywhere within the 
commonwealth for such period, not exceeding five years, as the 
-----------'----'-'=-.::..;_- -
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court determines. 
1
1
1
. Any individual, partnership, association, trust or corpora 
tion failing without reasonable excuse to file a return, list 
il 
I 
'i 
I 
I 
or report, or otherwise give information shall be punish ed by 
a fine of not less than twenty-five nor more than five hundred 
dollars. 
The disclosure by the commissioner, or by an assistant, 
or any employee of the commonwealth, or of any city or town 
1 therein, to any person but the taxpayer or his agent, of any 
I 
I 
II 
II 
I 
I 
I 
II 
information contained in any return filed under this act, other 
than the name and address of the person filing it, shall be 
punishable by a fine of not more than one thousand dollars, or 
by imprisonment for not more than six months, or both, and by 
disqualification from holding office for such period, not 
exceeding three years, as the court determines. 
Under this act, we have the first instance of a statute 
imposing a penalty, other than the risk of being doomed, upon 
failure by an individual to file a tax return. The harsh 
operation of the personal property tax, explained above, when 
literally enforced renderedthe imposition of a penalty for 
failure to bring in a list out of the question; but it was one 
of the essential elements of the income tax law that returns be 
compulsory and that a reasona~le tax could thus be enforced 
with equality. 
xxxxxxxxxxxxxxxxx 
In preparing Part III, it has been necessary to quote from 
100 
the Massachusetts Statute in many places. hile it has not bee 
- =---=-= ==---:-=---=-=------===-----=-=--=-=-=---=- -=· =--=--==-- -=-=---- ------=--=-=-=-:-::. ===tF-===::::==-1 
I 
II II 
I 
The rapid growth of effective income taxation in 
Massachusetts in the past two decades illustrates the triumph 
of sound economic ideas over formidable obstacles. Legal 
obstacles had to be surmounted, the income tax that bad been on 
the statute records since the seventeenth century was consis-
tently ineffective. Experience bad shown that it is a complex 
and difficult tax to formulate and administer. Just what items 
of income should be included and what losses, expenses, and 
other deductions allowed. and hnw ~~r.A~ wA~P +.n he ~o~o~-~-~~ 
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the author's intent to give the reader a word for word 
I 
li interpretation of certain sections of the act, it has been 
II necessary to repeat certain portions of the act in order that 
I a satisfactory explanation may be made of the changes that have 
occurred in certain sections. Part III is designed to give 
· ,
1
1 the reader an understandable interpretation of the income tax 
law and the more important changes within the statute since 
I 
I 
its original enactment in 1916. 
I 
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I 
The rapid growth of effective income taxation in 
Mas sachusetts in the past two decades illustrates the triumph 
of sound economic ideas over formi dable obstacles. Legal 
obstacles had to be surmounted, the income tax that h ad been on 
the statute records since the seventeenth century was consis-
tently ineffective. Experience had shown that it is a complex 
and difficult tax to formulate and administer. Just what items 
of income should be included and what losses, expenses 1 and 
other deductions allowed, and how rates were to be determined 
were questions which presented many difficulties and problems. 
Many authorities had come to the conclusion that the income 
tax, though sound in theory, was too inquis i tional and made too 
many demands upon both the taxpayer and the tax administrator 
to thrive. For the most part~ it can be explained that these 
mistakes arose from an overestimation of the strength of the 
I income tax by fiscal authorities of Massachusetts and the 
1! attempts to make an unworkable law work. 
'I 
\1 Since it was a carryover from the old Massachusetts F'acult 
II, Tax, the defects of the income tax until 1916 were many. The I' 
lj shortcomings of this system during this period may be summed up 
1: 
!! under several headings: faulty administration, the method of 
" \i self-assessment, the indifference of state officials and the 
tl II constant desire on the part of the taxpayer to evade the tax, 
11 and the faulty structure of the system itself. What has been ,, 
I 
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true of Massachusetts can be said of all states that tried to 
use the income tax before the twentieth century. In 1916 these 
shortcomings were done away with in Massachusetts and the law 
immediately became an effective, indispensable part of the 
commonwealth's revenue system. Due to the success of the incom 
tax in Wisconsin and Massachusetts, other states immediately 
provided for a similar tax. 
In the period from 1911 to the present there has been a 
decided tendency for states to incorporate in their tax systems 
some form of taxation based upon net revenue and in most cases 
it has met with adequate success. The main causes for this 
trend were: the need for increased revenue; the demand for 
greater justice in the distribution of the burden. of taxation; 
the desire to have a tax based on ability to pay; the need for 
a tax which is certain, not arbitrary; the desire for a tax 
that can not be easily avoided, to reduce the costs of collec-
tion, to remove those influences which might retard the con-
tinued steady development of business and industry. 
In Massachusetts the income tax has more than accomplished 
all of its purposes. The revenue received has proven suffi-
cient and in the past years it averaged over $18,000,000 per 
year. The income tax has always been the best example of a 
tax based on the ability of a person to pay, one that is certai 
and definite and can not be avoided without being noticed. 
The cost of collection has been relatively low, it has averaged 
about 3! per cent of the amount collected, and the law has been 
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I designed and worked out with regard to conditions over a long 
period with a view to its ultimate effect on the prosperity of 
the commonwealth as a whole. To accomplish this, the law is so 
constructed that it can easily be changed to meet the demands of 
li current conditions. 
In Massachusetts, the income tax, established in 1916, was 
not just another source of revenue for the state, but a well 
organized plan resulting from years of experience with various 
tax systems all over the world formulated to make the burden of 
government fall upon individuals according to their ability to 
I bear this burden rather than in accordance with the amount of 
I property, productive or not, that they might possess. 
I The income tax has been in use for over twenty years in 
Massachusetts. During this period of time, the income tax has 
lj proven itself to be one of the most dependable sources of 
j: revenue open to the commonwealth. This tax, together with the 
I tax on real estate, constituted nearly seventy-five per cent of 
I 
! the total revenue received by the state in 1936. The following 
li table shows the revenue received from the income tax, total 
,, 
i revenue received by the state and the portion that the income 
I tax bears to the total revenue. These percentages may seem 
j rather low to the reader, but it. should be remembered that the 
l primary purpose of this tax was not revenue, but to alleviate 
I 
I the tax burden on real property owners at the expense of those 
whose incomes were relatively high. 
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TABLE I 1 
COMPARISON OF INCOME TAX TO TOTAL REVENUE 
1927 - 1936 
Year Income Tax Total Revenue Per Cent 
1927 20,843,010 279,889,977 7.4 
1928 23,790,893 284,820,684 8.4 
1929 28,194,565 300,475,613 9.4 
1930 31,786,014 319,241,314 10.0 
1931 22,554,074 310,485,327 7.3 
1932 17,692,075 310,444,448 5.7 
1933 12,824,014 281,298,278 4.6 
1934 14,132,048 294,036,078 4.8 
1935 16,569,480 305,158,410 5.4 
1936 18,010,474 317,015,267 5.7 
1. Compiled by t he auth or from the Report of 
the Sp ecial Commission on Taxation. 
Part III, January 28, 1938 
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Many people are of the opinion that the income tax is 
I I merely an assessment made upon a person's salary. Vfhen we think 
I 
I 
I 
of an income tax we should bear in mind that business income is 
only one small part of the total assessment. The tax commission 
had in mind the income from intangibles as the main source of 
j revenue under this tax and it is for this reason that the income 
l tax has proven itself as important as it has been. The follow-
ll ing table breaks the total income tax down into its component 
I! parts and gives the reader a complete picture of revenue from 
li the taxation of incomes. 
I' 
II It has been mentioned before that one of the prime purposes 
li of the income tax was to do away with certain evils prevalent 
I 
Junder the previous tax system. We could say then that if these 
!evils are corrected, either wholly or in part, the new tax has 
I 
iJ served its purpose regardless if it is a revenue producer or not 
I! The first evil of the previous tax system was that property 
11 was transferred from high rate to low rate districts in order to 
1! benefit from low rates if any tax was paid. Under the present 
l tax law, the taxation on intangibles is uniform throughout the 
lstate and there was, therefore, no incentive to move property 
from one locality to another. 
By a clearer definition of non-taxable securities as well 
as a decrease in the number of non-taxable securities t h ere were 
less opportunities for investment in non-taxable securities and 
rfor that reason there was no artificial demand created for non-
i' taxable securities. 
i, 
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TABLE II1 
ANALYSIS OF INCOME TAX ASSESSMENTS 
1927 - 1936 
Tax on Tax on 
Interest Tax on Gains Tax on 
and Business From Sales Annui-
Year Dividends Income of Intang. ties 
1927 12,813,254 4,695,317 3,006,670 37,697 
1928 14,007,310 4,941,405 4,586,111 35,405 
1929 14,594,398 5,119,165 8,441,763 39,238 
1930 15,964,479 5,316,631 10,466,507 38,397 
1931 15,917,954 4,701,941 1,892,908 41,271 
1932 13,680,393 4,137,760 576,472 47,449 
1933 10,129,560 2,485,693 159,552 49,207 
1934 10,919,990 2,392,693 762,641 56,455 
1935 12,994,742 2,883,012 613,229 78,496 
1936 13,873,331 3,419,111 657,223 60,808 
1937 18,644,187 4,598,051 880,890 78,689 
1. Compiled by the author. Same source as Table I 
-- ~- ~ ---- -----
Total 
20,552,938 
23,570,231 
28,194,564 
31,786,014 
22,554,074 
18,442,074 
12,824,012 
14,132,049 
16,569,479 
18,010,473 
24,202,817 
I 
I 
I 
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I suppose that there was a time when the enactment of a 
new tax within one state, such as the income tax in Massachuset s 
would cause that property subject to taxation to move to 
another state which does not employ that tax. It may be true 
that for a short period property did move from Massachusetts to 
other states not using the income tax, but within a short 
period of time thirty-eight states had enacted income tax laws 
so that it was to no one's advantage to remove property from 
the state. Another check on the movement of property came as 
a part of our tax laws which bases the tax on the residence of 
the owner rather than the locality where the property is locate 
In order to move intangible property from the state it would 
be necessary for the owner to move with the property. 
Since this new tax has eliminated to a large extent those 
evils or defects which were prevalent under tax systems prior 
to 1916, it can be said that without a doubt the income tax has 
fulfilled its main purpose and in addition it has given us 
revenue far in excess of that received from various classes of 
income that were taxed up to the year 1916. 
By all of the commonly recognized criteria of what con-
stitutes a good tax, the assachusetts Income Tax must be 
aycepted as a sound and desirable element in the commonwealth's 
revenue system. The tax is usually certain; given the amount 
of taxable income and the rates of taxation as fixed by the 
law, it is easy to compute the amount of one's income tax. It 
is as convenient to pay as any other kind of tax. ihile a 
considerable organization is required to administer it, the tax 
- ~ -
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is economical because the cost of collection is small in com-
parison with the total revenue collected. From the point of 
view of productiveness, the tax is ideal because it is levied I 
I 
upon a base that represents real ability to pay. Moreover, its ! 
productiveness is flexible; rates can readily be advanced when 
the state of the public treasury requires it. The basic idea o 
an income tax is readily grasped. On the counts of certainty, 
convenience, economy, productiveness, flexibility, and 
simplicity, the Massachusetts Income Tax ranks high as a mode 
of taxation. 
However, the chief merit of the income tax is its essentia 
justice. It is based squarely upon the principle of ability to 
pay. It is hard to conceive of a fairer tax, since ultimately 
all taxes must be paid out of income. It gathers a large tax 
when the income is large, and a small tax or none at all when 
income shrinks to small proportions. It lends itself some what 
to the principle of graduated taxation. Small incomes are 
exempted entirely and even though higher rates are not imposed 
upon larger incomes, the higher the base, the higher the return 
At one time it was supposed that the tax was altogether 
too inquisitional to ever win the support of the people of 
Massachusetts, but today the income tax is an established tax 
of both state and federal government. Much has been said 
about the repressive effect of an income tax upon industry 
because of its alleged restrictions upon the accumulation of 
capital. The large quantity of capital funds seeking invest-
ments in Massa~husetts would seem to indicate that this 
!I 
II 
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----r objection is not very well formulated. Unlike the federal 
income tax, it can not be described as a class tax; per dollar 
of income, the tax does not bear more heavily on the rich than 
on the poor, particularly because the progressive rates of 
taxation are not used. Even if it did, this would not make it 
less desirable since this is the essence of the ability-to-pay 
principle. ~hat is more important is that some taxes, notably 
property, sales and consumption taxes, bear more heavily upon 
the poor than they do upon the well-to-do and the wealthy. 
Intelligent care by experts in drawing up the income tax law 
in 1916, together with honest and efficient administration of 
the law has done much to meet every adverse criticism of it. 
The income tax, like every other idea since the world was 
young, is the product of many minds. One group proposes, 
others change or refine; faults are pointed out and changed, 
weaknesses are strengthened. Gradually the idea approaches 
perfection after having passed through many stages of time, 
understanding and popularity. Not unlike other ideas or move-
ments, the income tax has undergone and will continue to under-
g9 changes, adjustments and processes of refinement. 
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ABSTRACT 
The enactment of the Massachusetts Income Tax Law marks 
the culmination of a movement to readjust the existing tax laws 
of the state to present day conditions. 
The constitutional principle upon which taxes in the 
Commonwealth of Massachusetts have been imposed originated at a 
time when there was little intangible personal property in 
existence. Until 1916, real property and buildings, tangible 
personal property and intangible personal property had been 
taxed locally at the same rate. Income from annuities and the 
excess above $2,000 of incomes from professions, trades or 
employments have been taxed at the same rate as property. 
Under this system the tax on intangible personal property 
took a disproportionately large share of the income derived 
from such property and this resulted in the movement of capital 
both within and without the state in addition to the increased 
desire to conceal this type of property on the part of the 
taxpayer. 
It was to permit a change in the existing laws that the 
legislature in 1914 took favorable action upon an amendment to 
the constitution authorizing the lmposition of an income tax. 
The amendment was thereafter submitted to the people and 
ratified by them on November 2, 1915. The amendment authorized 
the legislature to impose income taxes at different rates upon 
income derived from different classes of property, and also 
authorized the taxation of income not derived from property 
- ---- --- -
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at a lower rate than income derived from property. 
In 1915 a Special Commission was direc t ed by the legisla-
ture to draft a law f or the taxation of incomes under the pa rer 
and authority contained in the constitutional amendment. The 
law makes no changes in the method of taxing real and tangible 
personal property, but it eliminates the old tax on intangible 
property at varying local rates. Adequate provisions are made 
f or the enforcement of the law and severe penalties are 
imposed against those who evade the tax. 
The income tax up to 1916 was a very light tax. It was 
paid only by the wealthy classes since the law required that 
only incomes in excess of ~2,000 be taxed. The law took many 
forms in the provincial statutes; the law of 1646 provided 
that all persons were 11to be rated for returns and gains, 
proportionable unto other men, for the produce of their estates 11 
Th e law of 1699 stated that the tax would be on income 11 by any 
trade or faculty which any persons do or shall exercise." In 
1702, the assessors were required to make a list, "with four 
distinct columns, namely of polls, of real estate, of personal 
estate and of faculties." In 1738 the words "business or 
employment whatsoever 11 were introduced after the word faculty. 
During the Revolutionary War the law was extended to include 
"incomes and profits gained by trading by sea and by shore and 
by means of advantages arising from t h e war and the necessities 
of the connnunity." By 1799 the word 11faculty 11 had become 
"income" in all tax bills. In 1830, the tax was levied 11 on the ! 
I i~co_me of such _inhabitants from any profession, --~ 
'I 
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II U handicraft, trade or employment. p to 1849 no part of the 
income was exempted. In this year an exemption of $600 was 
made and the stipulation that "no income shall be taxed which 
is derived from any property or estate which is subject to 
taxation" was added to the laws. In 1866 the exemption of in-
come was increased to $1,000, and in 1873 to ~2,000 and, as a 
result, the so-called "income tax" lost whatever effectiveness 
it previously possessed. 
The Income Tax Law of 1916 has replaced the general 
property tax laws which were formerly applied to intangible 
personal property as well as income from various sources. The 
Income Tax Law is a series of special income tax laws which 
provide for the taxation of income from business, investments 
and profits to be classified by the sources of income. Certain 
types of income were exempted from taxation, such as real 
estate rentals, dividends from shares in Massachusetts corpora-
tions, deposits in Massachusetts Savings Banks, and interest 
on duly recorded mortgages exclusively secured by real estate 
taxed in Massachusetts, in an effort to avoid double taxation. 
The law provides for taxing individuals, partnerships, and 
fiduciaries, but does not include the taxation of corporations. 
At the present time the personal exemption for income from 
business and the professions is ~2,000, for single persona, 
and ~2,500 for married persons. A credit of ~250 is allowed 
for each child not over 18 years of age. An exemption of 
~1,000 is permitted on annuities, business income, and income 
from intangibles, except for dealings in intangibles, if the 
113 
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total income of the taxpayer given is not over ~1,000. This 
exemption is not given to married couples if their combined 
income is over $1,500. The tax on income from intangibles can 
not reduce the income of a single person below ~1,000 and that 
of heads of families below ~1,500. 
The tax rate is 6 per cent on the income from intangibles, 
3 per cent on gains from dealings in intangibles and tangible 
property and lt per cent on income from annuities, professions, 
trades, business, and employments. The personal net income tax 
has been a source of considerable revenue. It was introduced 
to supplement the system of tangible property taxation and made 
it possible to reach intang ibles by taxing their income. The 
tax is administered by the commissioner of corporations and 
taxation. Information at the source is required by provisions 
that employers, corporations, and othempaying out income shall 
report wages, salaries, dividends, and other taxable income. 
This tax does not apply to non-residents. 
The proceeds, after actual expenses connected with the 
tax are paid, are distributed to the cities and towns for the 
purpose of reducing the local taxes upon real estate. 
In conclusion, the following motives have been of paramoun 
importance in legislating for income taxes: (1) to equalize th 
burden between a property-owning class and a non-property-
owning class possessing taxpaying ability; {2) to tax a new 
source of revenue; {3) to introduce into the tax system a more 
accurate method of ascertaining ability to pay taxes; (4) to 
reach intangible property that could not be ,successfully taxed 
114 
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under existing tax laws. The income tax after twenty-four 
years of successful operation seems to have lived up to all 
expectations and undoubtedly will play a more important role 
in providing state revenue than it does at the present time. 
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APPENDIX A 
SCHEDULES OF TAXABLE INCOME 
English Income Tax 
Schedule A covers the income arising from the ownership of 
land .and houses. 
Schedule B applies to the income from the use or occupation 
of land. 
Schedule C comprises the interest, annuities or dividends 
payable in the United Kingdom on government 
securities. 
Schedule D includes the income from trades, professions and 
business, from colonial or foreign possessions. 
Schedule E consists of the salaries, annuities, or pensions 
received by the officers and employees of the 
state and of incorporated companies. 
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APPENDIX B 
TAX LEVIES AND ABATEMENTS 
1927 - 1937 
Total Total 
Year Assessment Abatement 
1927 21,752,443 240,575 
1928 24,492,140 193,364 
1929 29, 197,155 775,941 
1930 33,120,899 1,350,122 
1931 23,247,006 246,148 
1932 18,957,409 157,836 
1933 13,202,008 76,256 
1934 14,678,812 180,548 
1935 16,963,824 76,532 
1936 18,249,786 71,446 
1937 24,317,176 26,050 
---~~-=-- -
Per Cent 
Abated 
1.05 
.78 
2.65 
4.07 
1.05 
.83 
.59 
1.23 
.45 
.39 
.17 
I 
I 
!I 
I 
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APPENDIX C 
SCHEDULE OF UNCOLLECTED TAXES 
1927 - 1937 I 
I 
Net for Per Cent 
I 
Year Collection Collected Uncollected Collected 
1927 21,511,868 21,113,796 398,072 98.10 
1928 24,298,776 24,295,432 3,345 99.98 
1929 28,421,213 28,417,448 3,765 99.98 
1930 31,770,776 31,734,022 36,?54 99.88 
1931 23,000,858 22,964,055 36,803 99.83 
1932 18,799,573 18,765,818 33,765 99.75 
1933 13,123,752 13,075,000 48,751 98.62 
1934 14,498,265 14,450,851 47,414 99.67 
1935 16,887,292 16,828,113 59,179 99.58 
1936 18,178,340 18,123,178 55,162 99.69 
1937 24,291,127 23,962,520 328,607 98.72 
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FORMS 
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Individual 
I 
THE COMMONWEALTH OF MASSACHUSETTS No •.... ................................................ 
Form 1 DEPARTMENT OF CORPORATIONS AND TAXATION-INCOME TAX DIVISION 
Henry F. Long, Cornrniaaioner 
OK. ...................................... . 
1940 R-uion 
INCOME TAX RETURN (INDIVIDUAL) CA .......... ............................ . 1940 NC. ........................................ . SEE CHAPTER 62, GENERAL LAws TER. ED. AS AMENDED. S:a CHAPTER 307, Acrs oF 1933, CHAl'TER 489, Acrs oi- 1935. 
CHAPTER 395, Acrs OF 1937, CHAPTER 489, Acrs OF 1938, AND CHAPTERS 454 AND 486 Acrs OF 1939. SC: ........................................ .. 
RECEIVED PLEASE FILE YOUR RETURN ON THE 
EARLIEST POSSIBLE DATE 
USE THE FORM BEARING YOUR 
STENCILED NAME AND NUMBER 
UPON WHICH TO FILE YOUR RETURN. 
INSURING ACCURACY IN NAME AND ADDRESS 
ASSESSMENT STAMP . VERIPICA TION STAMP 
PENALTY FOit LA1E FlUNG 
PLEASE DO NOT WRITE ABOVE THIS LINE EXCEPT TO COMPLETE OR CORRECT STENCILED NAME AND ADDRESS 
Return• cannot be accepted a• complete unlea every item ia anawered with fi11urea or tlae word 11none" 
Return of Income received during the Year ending December 31, 1939. 
NAME OF TAXPAYER (FULL NAME) ............ . 
HoME AnDREss, ST. & No .................. . ..CITY OR TOWN OF .............................................................. :--·····--·····----
PRINCIPAL OccuPATION ....... . 
IF EMPLOYED, BY WHOM .. 
BusiNEss AnDREss, ST. & No ....... . . ............ CITY oR TowN OF ............................................................................................. . 
HUSBAND and WIF'E can-IF MARRIED, NAME oF WIFE oR HusBAND ........... . .......... .......... ... .... .. ............... ........................................................................... not meke joint nturna. 
AnDRESS OF SAME, ST. & No ........................................... . ... ............................. :CITY oR TowN oF .............................................................................................. . 
*Dm You MAKE RETURN IN 1938 ? ......... .. . ...... 1939? .. . .... FRoM WHAT AnDREss? ST. & No ........................................................................................ . 
*Thio refen to Muoachuoettolncome Tax oDI7. 
If anower is "no" for EITHER YEAR, encloee a return or e:q>lain below or 
hy letter why no return wu filed. 
CITY oR TowN oF ............................................................................................... . 
1938 ..................................................................................................... .................. . 
CLAIM FOR FAMILY DEDUCTIONS FROM SALARY OR OTHER BUSINESS INCOME 
IF NOT FULLY CLAIMED ON ANOTHER RETURN DOLLARS CTS. 
A. I claim deduction from ''business" income for my wife or husband .. ($500) $ .. 
B. I claim deduction from "business" income for my own children under eighteen years of age. 
NAMES OF MY OWN CHILDREN DATE OF BIRTH NAMES OF MY OWN CHILDREN DATE OF BIRTH 
$250 for each 
C. I claim deduction for my own father or mother, who is entirely dependent upon and supported by me. 
NAME OF PARENT (no deduction for wife's or husband's' parent) ADDRESS 
$250 for each 
. D. Total of- above claims. Include in Item 3 or 20b on page 2. 
$ ................... . 
$ ... 
$ ...... 
Note-Unless above infonnation is given in full the claim for family deductions will be disallowed without further notice. 
If it is your desire to have any and all matters connected with this return taken up with your employee, attorney or accountant, 
insert here name and address of the person whom you so authorize and to whom the contents of this return may be disclosed. 
Name of person authorized: 
Address: 
READ CAREFULLY 
The name and address 
MUST BE WRITTEN 
BY THE TAXPAYER 
I hereby state that this return made or carefully examined by me, contains, to the best of my knowledge and belief, a true and 
complete statement of all the taxable income called for 'by the variqus items herein, which I have received during the year above stated; 
that the information given herein is true and complete; that I am entitled under Chapter 62 of the General Laws, Cllapter ?IJ7 of the Acts 
of 1933, Olapter 489 Acts of 1935, Olapter 395., Acts of 1937, Olapter 489, Acts of 1938, Olapters 454 and 486 Acts of 1939, t'o all of 
the deductions and exemptions which are claimed herein ; and that all supporting statements herewith included are true and complete. 
Thia atatement ia made 1mder the peaalties of perjury. 
Signed this. ....... ....... . .day of .. . n • • ••••• .1940. 
TAXPAYER'S SIGNATURE _____________ _;_ __ _ 
First Name Middle Initial Last ~arne 
Complete AS SOON AS POSSIBLE, AFTER JANUARY 1, 1940 and Transmit this Return to the 
INCOME TAX ASSESSOR IN YOUR DISTRICT . 
The Return may, at your option, be Filed with the Income Tax Director, 2nd Floor, Scollay Building, 40 Court Street, Boston. 
Under the law tbia Return Must be Faed On or Before March 1,1940 to Avoid P...J 
'-
- z - I 
1940 RETURNS CANNOT BE ACCEPTED .45 COMPLETE UNLESS EVERY 
SCHEDULE A. INCOME FROM SALARY, WAGES, AND OTHER COMPENSATION. DoLLARs CTS. 
INCOME SHOULD BE REPORTED IN SCHEDULE B IF DEDUCTIBLE EXPENSES ARE CLAIMED 
ITEM 1. Gross amount of salary, wages, fees, commissions, royalties, compensation and pensions received . . 
········· ··· 
. ................. 
·· ···· ·· · 
ITEM 2. Total amount of business income accrued or received as a partner in a partnership not doing business 
in Massachusetts, and from Massachusetts partnerships dissolved during the year ..•... . ....•• . ..... ......... . .. .... ... 
DEDUCTIONS:- TOTAL o:tt ITEMs 1 AND 2 ............ 
············· ·· ·· 
......... 
ITEM 3. $2,000 exempt by law plus the family deductions claimed on page 1. Less any part 
of said exemption or deductions claimed elsewhere ................................. 
ITEM 4. ~t portion of Mass. Income Tax paid last year on this class of income only, . .. ............................. . 
ITEM s. That portion of Federal Income Tax paid last year on this class of income only, 
································· 
ITEM SA Amounts paid under the Social Security and Unemployment Insurance Acts ............... .................. 
ITEM 6. Total deductions (add Items 3, 4, S and SA). These deductions must not be duplicated in Schedule B. . . . . . . . . . . . . .. . ·· ··· ........... 
-
ITEM 7. Net taxable income. Subtract Item 6 from total of Items 1 and 2 . .... ........ 
······· ······ 
. ........ 
SCHEDULE B. OTHER BUSINESS INCOME FROM YOUR OWN BUSINESS. [NOT PARTNERSHIP-See lterns 2 and 37) 
ITE:\1 ExPENSEs DoLLARS CTS. ITEM INCOME DoLLARS CTS. 
--
- -
-. 
NOTE-If Returning on CASH BASIS report Cash Basis 
actual cash payments only. 8 Total Cash Receipts (not included in Item 1). ............................... 
··--··-
13 Merchandise at beginning of year(Inventory) ······~········--········· ......... Accrual Basis 
14 Merchandise bought during the year . 
······•········-·····--· .. ·· ......... 
9 Total Sales and Miscellaneous Receipts .............................. . ........ 
15 GENERAL ExPENSES oF THE BusiNESS 10 Gains from Sale of Capital Assets (includ 
(a) Employees' wages (omit own salary) ................................. 
-······· 
ing sales of real estate) ............................... ........• 
(b) Fuel, light and power . . 
·············--··-····· .. ····· --····· 11 Merchandise at end of year (Inventory) (c) Rentals (property use4 in the business) 
...... , .............. .... .. .... ......... ( 
................................ ......... 
-
(d) Ordinary Repairs . . ............................... 
--·- 12 Total . ........ . . •...... , ........................ 
(e) Insurance (relating to the business only) ..................................... 
-(f) Taxes (relating to the business only) 16 Expenses(copyTotal from Item 16inlstColumn .......................... ..... ..... .... 
-(1) Mass. Income Tax . . 
.......... , .......................... ........... 17 (2) Federal Income Tax Balance of Income ·························-.. ·· ......... . . ................................ ......... 18 Oaims for additional deductions (sum of (3) City or Town Taxes . ............... -............. ......... Items 18a and 18b) (4) ..... ._ ................... .. ..... . ........ Social and Unemployment Ins. 
--····;··············· ......... .......... 
(g) Interest (on debts of the business· only) ...... , ........................ _ ....... 19 Net Income . .............................. ......... 
(h) Freight and Express. . . . .............................. .......... 20 Cairns for Statutory exemptions and de 
(i) Advertising . . . ...... , .. ....................... . ......... ductions (sum of items 20a and 20b) . .. ............................ .. ........ 
(j) Telephone and Telegraph . . .................. _ .............. . .......... 
(k) Other expenses (must be itemized) 21 Net taxable Income . . .............................. .......... 
-----·-----------·······-······-··------·------·· 
.......................... -..... ......... lOa Profit realized by the taking of real estate 
----------···-·---··---·-----------·-----··---·-·········· 
..... _ ........... -................ .......... by purchase or eminent domain by the 
................... _ ............. -
---
State or County, City or Town, within 
-·----··-----·--·-·---··-----------------------·---·---- j_ one year of its acquisition . . _ ............................... ........ , 
-·------·-------·-··----------·-------------·--·-·---
............................... .... 
-- ------
-·---------·----·------·-··--·--------· ···············-·········· .. 
· ········ 
Esdmated Return Wm Not Be Accepted 
SUFFICIENT BUSINESS RECORDS MUST BE KEPT 
16 Total (carry to item 16, 2nd Column) FROM WHICH TO MAKE ACCURATE RETURNS ............... -.............. ......... 
CLAIMS FOR LAWFUL DEDUCTIONS 
ITEM 18a. Losses during the year of capital assets, NOT STOCK IN TRADE, from depreciation, obsolescence, depletion, sale, 
fire, theft or other casualty (not compensated by insuranre) or from payments on claims in law or equity incurred in the 
business (not compensated by insurance). 
DETAILS OF CLAIMS FOR DEPRECIATION OR OBSOLESCENCE: MUST BE GIVEN IN FULL. 
%USED IN RATE% OF DEPRECIATION CI-~IMED DESCRIPTION OF PROPERTY DEPRECIATED THE DEPRE- DATE a.· PURCHASE CosT BusiNESS CJATION Total. previous years This Year 
DOLLARS CTS. 
-·-
Total Depreciation claimed this year .............. -.. .. .. ........ . ........ 
DETAILS OF OTHER CLAIMS: (Losses from sale of intangible property are not deductible-See Schedule D) 
DESCRIPTION OF PROPERTY LOST OR Soi.P CAusE oF Loss CosT oR ]AN. I , 1916 DEPKF.CIATION PREVI- Insurance, Sale Price Loss CLAIMED Fire, Sale, Theft, etc. Fair Cash Value 0\JSI.Y Al.l.OW.'\BLF. or Salvage Value 
Total of Other Claims .......... ......... ........ . 
ITEM 18b. (This Item only FOR PERSONS RETURNING ON accrual basis) . Losses from accounts receivable. deter-
mined to be worthless and actually charged off during the year. (Accounts must have been included 
as income in this or a previous return, and must have arisen since December 31, 1915.) .. ................... ....... ......... 
Total of Items 18a and 18b (carry into Item 18 above} 
·········· ···-·"······ ·· .. ··· 
......... 
ITEM 20a. Claim for five per cent of last assessed value of tangible property situated within Massachusetts 
(less amount of all mortgages thereon) owned by me and used in the business above returned. 
DESCRIPTION OF PROPERTY 0WN'ED AND USED IN TilE BUS INESS LAST ASSESSED VALUE MORTGAGED FOR EQUITY DOLLARS CTS. 
Real Estate located at 
Personal Property at 
Five per cent of total equi~y - ....... ...... ~ .. ······-··· ... ... .. .... 
ITEM 20b. Deduc~ balance of $2 ,000 exemption plus family deductions not claimed else.where [include balance 
of "D ", page 1 not deducted in Item 3 or in any other return] ........ ....... ... .... .. .. . ........ . 
-
Tota.J. of Items 20a and 20b (carry into Item 20 above) . . .... . ............. .. .. .. .. .. .... ..... 
SUPPLEMENTARY STATEMENTS: (MusT BE ANSWERED BY ALL WHO usE ScHEDULE B) 
A. Do you keep books of account? ............................................................ 
B. Amount of profit as shown by Profit and Loss Account for the year above reported, ................. ... . .. ..... .... .... . -....... .... ........ 
c. Attach statement reconciling profit and loss account with amount shown in Item 19. 
· ~ 
ITEM · IS ANSWERED WITH FIGURES OR WITH THE WORD "NONE" 
SCHEDULE C. ANNUITIES 
ITEM 22. Income received during the year from taxable annuities. 
From whom received ........................... ................ .............................................................. ......... ............................ .. ........... , .............. _ .................................................. . 
(In case of doubt, report the income and attach memorandum explaining in full the source of the income) 
SCHEDULE D. NET GAINS FROM PURCHASES OR SALES OF STOCKS, BONDS, SECURITIES, 
AND ALL OTHER INTANGIBLE PERSONAL PROPERTY 
ITEM 23. 
ITEM 24. 
ITEM 25. 
ITEM 26. 
ITEM 27. 
ITEM 28. 
ITEM 29. 
ITEM 30. 
Total amount received from all sales or exchanges of stocks, bonds, securities and all other intangible 
personal property during the year, including sale of "rights" 
Cost of the property the sale of which you report in I tern 23 
Net gains from sales or exchanges (subtract Item 24 from Item 23) 
NOTE: If this schedule is used the totals must be given even though a loss is shown. 
SCHEDULE E. TAXABLE INTEREST AND DIVIDENDS 
INTEREST taxable and received during the year from bonds, refunds on bonds, notes and certificates 
of indebtedness; on deposits in national banks, trust companies and other depositaries; and from all 
other money at interest, loans and debts, including certain mortgages • 
DIVIDENDS paid in cash or scrip and received during the year on shares in all corporations, joint 
stock companies and banking associations, organized under the laV\TS of any state or nation, and from 
transferable shares of partnerships, associations or trusts, domestic or foreign, whose dividends are 
taxable 
DIVIDENDS paid in shares of stock, other than stock dividends paid in new stock of.the company 
issuing the same, or in other securities and received during the year from corporations, joint stock 
companies, banking associations, partnerships, associations or trusts whose cash dividends are 
taxable . 
INTEREST OR DIVIDENDS taxable and received by an executor, administrator, trustee or other 
fiduciary not subject to taxation in Massachusetts and paid to me during the year · 
Name of Fiduciary........................... ................................ ..... Address ........................................................ . 
ALL DIVIDENDS received during the year from corporations or other organizations whose ordi-
nary dividends are taxable, and claimed to be a distribution of capital. 
No. of Shares 
ITEM 31. OTHER INTEREST OR DIVIDENDS received during the year, concerning the taxation of which 
the taxpayer is in doubt, and which he submits for such taxation as is proper under the law:-
No. of Shares or Bonds INTEREST DIVIDENDS 
1940 
I DOLLARS CTS. 
!······ ········ ......... ............. . 
DOLLARS CTs. 
·· ·· · ·· ·•· · ··•• ...................... . 
····························· ........ . 
DoLLARS CTs. 
. ····················· ---~ ............................... ··- ················· ··-······-················· .. ............... ....... ............................ 1···-···-·· ·-·· -···-···-··-···-···-··--· ! ~ 
ITEM 32. TOTAL (add Items 26 to 31, inclusive) 
SCHEDULE F. INTEREST DEDUCTION-OPTIONAL 
From the following figures the deduction will be computed by the Commissioner of Corporations and Taxation. 
ITEM 33. Total income received during the year (except from fiduciaries):-
ITEM 34. 
(a) From real estate wherever located (Net) 
(b) From non-taxable stocks and bonds, including non-taxable stock dividends at value when 
acquired 
(c) From non-taxable savings bank and trust company "savings department" interest 
(d) From exempt Massachusetts mortgage interest, co-operative bank and credit union dividends 
(e) From taxable intangible property (insert sum of Items 26, 27, 28, 30 and 31) (Omit Item 29) 
(f) Total of above 
*Amount of interest paid by the taxpayer upon indebtedness, omitting- (1) interest on such indebt-
edness as was secured by mortgage or pledge of real estate or tangible personal property; and (2) 
the interest on indebtedness for which the taxpayer is entitled to claim deduction from business 
income. Attach statement giving' names and amounts. 
*NOTE :-Amounts shown in Item 15 (g) Schedule B are not to be included here. 
COMPUTATION OF TAX-Stenciled Receipt Must Be Used in Making Payment. 
ITEM 7. TAXABLE SALARY, Wt>-GES AND OTHER COMPENSATION ................................... . 
ITEM 21. OTHER TAXABLE BusiNEss INCOME 
DoLLARS CTs.l 
........ ...... ......... ......... ..... 
-
. .... ....... ..... :····· ········ ········· 
ToTAL TAXABLE BusiNEss INCOME ... TAX AT 1_%%-... ............. . 
ITEM lOa. PROFIT FROM TAKI.NG OF REAL EsTATE .... TAX AT 50o/o--·· ····· ...... .............. . 
ITEM 22. TAXABLE ANNUITIES . .................... TAX AT 1_%'o/n-...... . 
ITEM 25 . TAXABLE GAINS TAX AT 3o/o--- ····· ······ ·· ····················· 
ITEM 32. TOTAL OF ITEMS 26 TO 31= 1TEM 32 
INTEREST DEDUCTION: (to be used only where Item 34 contains figures .) 
(ITEM 32 LESS 29) . .................. ······ X (ITEM 34).. : ........................... _ ........... .,=. 
(ITEM 33 (f) ) 
(ITEM 32 T ~~s ITEM 29) 01'\0f.o thereof . . ................. ..... .... . .._...,.., ' ....... .............................. CtoJ I' . 
DEDUCT THE LESSER OF THE Two FROM ITEM 32 
TAXABLE INTEREST AND DIVIDENDS . . ... TAX AT 6%= ......................... . 
ADVANCE PAYMENT Total .......... . 
1940 Additional Tax 10% Thereof ................................................................................................................................ .............................. ... . 
Date ........ . 0 Due March 1, ..... .............................................. Total ............................................................ ........ ........... ., ............................. . 
Amount... Int. on Defic. from March 1, ............ ....................... ....... .. ..... ...... .. .. ....................................... ... ............................................. ............................. . 
Int. on Defic. from October 1,............... ............................ ...... ........................................ ....... . ....................................................... . 
Penalty (Late filing of return) ..................................................................... ............................................ , ...................................................... . 0 Cash 0 Check 
Teller ..................... . Total Tax .... .. .............. ... .. ........... ...................................... .. ............. . 
Anvance Pavrnent 
1940 
SCHEDULE G. GENERAL QUESTIONS 
ITEM 35. If you have during the year received or been credited with any income (not principal) from Massachusetts Executors, Ad-
ministrators or Trustees of Estates, Guardians, Conservators, Receivers, . Trustees, Assignees or other Fiduciaries, list 
each trust separately below. 
NAME OF ESTATE OR PERSOS CREATING TRUST NAME OF FIDUCIARY ADDRESS OF FIDUCIARY 
ITEM 36. If you ~er~ during the year a mem~r of, or financially interested in, any part'~rship, unincorporated business, firm or 
assoctatlon, other than those havmg transferable shares, and whether located in MassachuSetts or elsewhere list names 
below. AMT. oF ExEMPTio.>~ 
BusiNESs ADDRESs CLAIMED 
TITLR OF PART!"{ERSHIP OR AssoCIATION STREET & No. TowN OR Cnv oN THE PART-
. NERSHIP RETURNS 
ITEM. 37. During the year 1939 did you pay $2000 as salary, wages or other compensation to any employee residing in Massachusetts?. 
(If so, the law requires a report of the names of such employees on forms which will be su!Jplied upon request.) 
The Commissioner of Corporations and Taxation is permitted to examine federal returns and to avoid inquiry it is suggested that 
items omitted from the state return but included in the federal return be listed below. 
INTEREST, DIY:tn:o:Nns, FxnucLU.r INCOKL 
SCHEDULE H. CLAIM OF ONE THOUSAND DOLLARS ($1000) EXEMPTION 
OPTIONAL- NEED NOT BE ANSWERED IF NOT CLAIMED 
I hereby state that my total income from all sources, both taxa We and non-taxable, during the calendar year 1939 herein reported 
did not exceed one thousand dollars and that the combined income of myself ·and my wife or husband during the said year from all 
sources, both taxable and non-taxable, did not exceed fifteen hundred dollars, and I therefore claim exemption from tax on income tax-
able under Schedule~? C (Annuities) and E ( Int.:rest and Dividends). 
Shown below, and made a part hereof, is detailed statement of every item of income received by me, and also by my wife or 
husband, during the year covered by the return. (Separate statement for each.) If living quarters or board are furnished as a part 
of compensation, the. fair value thereof must be included. 
Claim will be disallowed unless schedule is complete and signed. 
,-------------~--------------~ 
SELF 
DoLLARs CTS. 
HUSBAND or WIFE 
-DOLLARS - CTS. 
From real estate wherever located (Net) . 
From non-taxable stocks and bonds including stock dividends at value when acquired 
From non-taxable savings bank and trust company "savings department" interest 
From non-ta~able mortgages . 
From pensions and annuities . 
From compensation, including wages, sal\lry, business and value of board and liying quarters . 
Profit from buying or selling stocks, bonds or "rights" 
Amounts payable to or accumulated for my benefit by any fiduciary 
From taxable interest or dividends 
From all other sources 
. . . . . . . . . . . . . . . . . . . . . . . . I . . 
................ I 
. . . . . . I 
,, ___ ...,.. ___ ,_ 
Total 
If married, fill in both columns 
Total, Husband and Wife 
Does your wife or husband file a return L .. 
This statement is made under the Penalties of perjury Taxpayer's signature for schedule H only. 
A bulletin is posted in each city and town indicating the place and time when a deputy will be present to take returns and 
payments and assist taxpayers 'in completing the form. If further information is desired write or telephone to any of the offices 
listed. It is impossible to arrange dates for every town, but the endeavor is to select accessible centers. 
TEL. 
Returns may be filed ·ll't the main office, 40 Court St., Boston . . .. . ..... .. ... .... . .. . . . ........... . Laf. 2700 
DISTRICT OFFICES 
SALEM, 12 Masonic Temple, 70 Washington Street . ... . . ...... . ... .. . . .. .. . .. .. .. . . ... · .. ..... .. . 
CAMBRIDGE, Cambridgeport Savings Bank Building, 689 Massachusetts Ave. . . . ....... . 
LOWELL, 408 Sun' BuildJng, 8 Merrimack Str-t. ... .. . . ... . .. .. ... ... . . ... . .. . .. . . . . ... . . 
BROCKTON, Barristers Hall, corner Main and Belmont Streets . . . . . . . .. . . 
FALL RIVER, Buffington Building, 10 Purchase Street .. . .. . . . . . ...... . . ...... .. . . ........ . .. .. . 
WORCESTER, 202 Park .Building, S07 Main Street ... . .. . .. ... ..... . . . . . ...... . . . ....... .. . . . . .. . 
F.ITCHBURG, Safety Fund Bank Building, 470 Main Street. . . . . . . . . . . . . . . . . . . ..... ... . 
SPRINGFIELD, City Realty Building, 145 State Street .. ...... . .. . .. .. . . .... . . . ........ . . . . .. . . . . 
PITISFJELD, Farrell-Sweeney Building, 246 North Street ... .. ...... .. ... .. .. .. . ... ....... . ... . . . 
Salem 0210 
Tro. 7440 
w;well 8171 
Brockton 4875 
Fall River 0873 
Wor. 2-7606 
Fitch. 1265 
Spfd. 7-1424 
Pitta. 7894 
THE INCOME TAx IS DISTRIBUTED To THE CITIES AND TowNs AND HELPS TO REDUCE LocAL TAxEs oN REAL EsTATE 
PLEASE FILE YOUR RETURN ON THE EARLIEST POSSIBLE DATE 
MAKE CHECKS PAYABLE TO THE COMMONWEALTH OF MASSACHUSETTS 
Partnership 120 
PLEASE FILE YOUR RETURN EARLY IN JANUARY 
THE COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF CORPORATIONS AND TAXATIOf'\1 
HENRY F. LONG, COMMISSIONER 
INCOME TAX DIV.SION-40 COURT ST., BOSTON 
INSTRUCTION SHEET TO FORM 3 (1940 REVISION) 
GENERAL INSTRUCTIONS 
The income tax law relates to every partnership anY: mem)ler of which 
is an inhabitant thereof and having a usual J?lace of busmess m ;Massachu.. 
setts on January 1, of each year, the tax bemg based upon the mcome re-
ceived during the whole of the prior calendar year, whenever or wherever 
earned. . 1 S ial F 3 • "d Fonn 3 is for the use of Partnerships on y. .~ orm c lS prov:t. • 
ed for Banking and Brokerage Partnerships. IndlVlduals must report 0e1r 
income on Fonn 1. Clubs, Labor Unions and Taxable Fraternal Oragmza-
tions not engaged in business for profit should return on Form 3~1. Partner-
ships, Associations or Trusts, having transferable sha~s !lnd havmg filed the 
agreement to return their income direct to the Comm1ssloner should return 
on Form 3F. 
Olapter 350 Acts of 1933 requires that at least one-half of the t~ be 
paid at the time the return is filed and the balance on October 1 followmg. 
If this one--half is not fully paid on or before March fil:"st, inte~est accrues 
at the rate of one-half of one per cent per month o; ~JOr port10n t}tereot 
A partnership must make a return Of:l Fonn 3 1f 1t re~1ved dunng .t~e 
past year any income! o~ the followi~g k~ds: (1) taxable l!lteres~ or dlVl-
dends or (2) taxable gams from dealmgs m stocks or other mtangtble prop-
erty; or (3) if its gross income for the past year from all sources was over 
two thousand ($2,000), even though no tax may be payable because of allow-
able exemptions or deductions. . 
Profit from sale of real estate should be reported in Item 20. Special 
Form lC (to be filed with Form 3) must be used in reporting the details of 
~ach sale of real estate. 
Your return should be filed as early as possible after January 1, and 
must be filed on or before March first to avoid the legal penalty of $5.00 per 
day for delinquency; ·· 
If you are in doubt concerning any matter relating to the filing of your 
return, or desire infonnation not contained in this sheet, consult the Massa-
chusetts Income Tax Assessor in your district, or the Income Tax Director 
2nd Floor, 40 Court St., Boston. 
THE FIRST PAGE 
Type or write plainly to avoid errors and confusion. · 
Fill in the date December 31 of the calendar year covered by the return 
(if not already printed, or unless you are to return on the basis of a. fiscal 
year-see next paragraph) and give carefully and clearly all of the mfor-
mation required in the rest of the heading. 
If your return of ~usiness income is made on. th.e basis of a fiscal ye~r 
established with the wr1tten consent of the Comm1ss10ner, be sure to fill m 
the date on which the fiscal year ends. 
Do not sign your return until you have carefully verified every answer 
contained therein. 
THE SECOND PAGE 
Scheclule A-ln.tel'eat and Dividends 
Item I.-Include under this item interest of every kind received by you 
or credited to your account by a bank, banking institution, individual, finn 
or corporation, during the past year, except as hereinafter expressly speci· 
tied. Debit and credit interest must not be offset, but all interest received 
must be entered. 
Include interest on .so-called "tax refund bonds" not exempt under 
Massachusetts law. 
Include interest received or credited to all accounts in National banks. 
Include interest received or credited to all checking accounts in Trust Com • 
ce:;t on deposits in the "Savings Departments" of Trust Companies 
is not subject to tax if within the legal limits. 
Include all interest received from mortgage loans secured by property 
situated outside Massachusetts. 
Include that proportion of interest received from mortgage loans se-
cured by real estate in Massachusetts by which the stated amount of the 
mortgage (plus all prior mortgages) exceeds the last taxed value of the 
real estate. 
Omit interest from the following: (1) bonds or other obligations of the 
United Statel!; (2) bonds, notes and certificates of indebtedness of The Com-
monwealth oi Massachusetts issued since January 1, 1906, and marked tax 
exempt; (3) bonds, notes and certificates of indebtedness of countie!JJ. cities, 
towns and districts in Massachusettsuissued on or after May 1, 1w8, and 
marked tax exempt; ( 4) bonds, mortgage notes and certificates of indebt-
edness which are secured exclusively by recorded mortgage of real estate in 
Massachusetts which real estate is assessed to the full amount of the bond 
issue, mortgage note or certificate of indebtedness plus all prior mortgages. 
(See Department Bulletin 6a.) 
Omit interest on any deposit not exceeding $4,000 (or deposit and ac-
cumulated interest not exceeding $8,000), in a Savings Bank in MalJsachu-
setts, and all savings bank deposits in Maine, New Hampshire, V ennont, 
and Connecticut. Omit interest received or credited, on all deposits in Sav-
ings Department of Massachusetts Trust Companies, if within the legal lim-
its, and on deposits in the Massachusetts Hospital Life Insurance Company. 
In the case of savings bank de_P.?sits in the joint names of two persons, 
the interest thereon is exempt on :ji8,000 of deposits, or $16,000 of deposits 
and accumulated interest, provided, that neither of such persons has an in-
dividual deposit in such bank which increases the total deposits of such per-
sons above $8,000. 
Omit interest (dividends) on Co-operative Banks incorporated in Massa-
chusetts, but include all payments or credits from Federal Savings and 
Loan Associations. 
Item 2.-Include all dividends received by you during the year from all 
corporations, joint stock companies and banking associations, organized un-
der the laws of Massachusetts or under the laws of any state or nation, ex-
ecept co-operative banks, building and loan associations and credit unions 
~Srn-11-'39. No. 8260-14 
chartered by Massachusetts, and except savings and loan associations, un· 
der the supervision of the commissioner of banks, including any such as 
have been paid to your agent or broker for your account or to your creditors 
on account of securities held by them as collateral for debts due from the 
partnership. 
Include any portion of income from a partnership not doing business in 
M4ssachusetts which accrued from taxable interest and dividends. 
Include dividends on shares of National Banks and Trust Companies 
wherever located. 
Include dividends on shares of all corporations organized under the 
laws of Massachusetts, and upon shares in the American Telephone attd 
Telegraph Company, the New England Telephone and Telegraph Company 
and the Western Union Telegraph Company. 
Include dividends on shares of railroads incorporated in Massachusetts. 
or elsewhere. 
Omit dividends on shares of such partnerships, associations and trusts 
as have filed an agreement with the Commissioner to pay the tax direct. 
(See Department Bulletin 6.) 
All partnerships and business associations not having transferable shares 
are required to make their own returns, so that income from such partner-
ships, etc., should not be included in the return of the individual. 
Item 3.-0mit stock dividends paid to you in new stock of the com-
pany issuing the same, but include all dividends paid to you in other s_tock or 
other securities at the value thereof upon the date of acquisition. 
Item 4.-Include in this item all income received from estates or trusts 
not subject to taxation to the fiduciary in Massachusetts, unless the fiduciary 
can furnish a detailed statement showing the source of each item of income, 
.in which case a memorandum should be attached showing these details. 
Items 5 and 6.-Attach any circulars tending to show the nature of the 
interest or dividends received. 
You should include in Item 6 any dividends concerning which you are ia 
doubt, and give the names and amounts received on the following lines. 
Do not include receipts from Massachusetts Executors, Administrators, 
Trustees, etc., as such fiduciaries make their own returns and pay their own 
taxes on behalf of the Massachusetts beneficiaries. 
Certain mining, lumber and land corporations declare dividends describ-
ing them as being a dis~ribution of capita! in ~hole or i~ pap~,~uch divi-
dends must be returned m Item 5, for venficatton by the corriiil:lss1oner. 
Schedule B--Net Gains from Purchases or Salee of Stock, etc. 
Items 8 to 14 • ..;....Intangible personal property includes all securities, such 
as stocks and bonds, both taxable and non-taxable, notes, bills receivable, 
"futures," "puts,'' "calls," and all kinds of rights and credits as distinguished 
from goods, wares and merchandise which are tangible personal property. 
Only gains actually realized and losses actually suffered are to be here in-
cluded, i, e., "paper" profits or losses are not to be included. Actual costs and 
actual prices received are to be used in determining gains and lossc:s,-ex-
cept where such property was purchased prior to January 1, 1916, in which 
case the value on that date shall be taken in lieu of actual cost in determinit_tg 
loss or gain except as below stated. Regular brokers' conunissions actually 
expended in purchasing such property may be included as a part of the cost 
of the property if purchased after January 1, 1916, and such commissions so 
expended in selling such property may be deducted from the gross am~unt ~f 
the sale. No expenses other than such regular broker's commissions may be 
included in such cost and no expenses except such commissions and stamp 
taxes may be deducted from such selling prices. 
The total amount received from the sale of "rights" must be included 
for taxation. 
Where stocks, bonds, etc., are exchanged for other property, include the 
market value of the property received in exchange as the amount received. 
Where securities were purchased prior to January 1, 1916, and the 
identity of the certificates sold can be positively established, the basis of 
detennination of such profit or loss shall be the value of such property on 
January 1, 1916, or the cost thereof, whichever is higher. 
Dividends received in liquidation of corporate holdings are not a part of 
a purchase or sale of intangibles and therefore not to be shown in schedule B. 
The gain realized at maturity on bonds or notes purchased below par 
must be included and losses realized at maturity on bonds or notes purchased 
at a premium may be deducted. 
If any executor, administrator, trustee or other fiduciary outside the 
State has paid to the partnership during the year any net gains from the pur-
chases or sales of stocks, bonds, securities or other intangible personal prop-
erty, give the details required by Items 8 to 14, inclusive. 
If the partnership sold its business for which it received an amount for 
"good will," enclose memorandum of the facts, showing cost of the "good 
will'' or its value on January 1, 1916, and the amount received therefor. 
When shares of new stock of the company, or of a partnership, associ-
ation or trust the beneficial interest in which is represented by transferable 
shares, issuing the same received as a stock dividend, or shares of stock 
whiCh were the basis of such stock dividend are sold, the detennination of 
the gain or loss shall be the cost, when acquired by purchase, or value when 
acquired by gift, of the stock which was the basis of such stock dividend, 
apportioned over the old and the new shares held after the receipt of such 
stock dividend, except that when the new stock received as a dividend has 
been taxed, under this chapter or under chapter three hundred and seven of 
the acts of nineteen hundred and thirty-three, as amended by chapter 489 of 
the acts of 1935, to the seller as a dividend, the cost of such new stock wh!m 
sold shall be the value at which such stock was taxed. 
Items 15, 16, 17 and 17A.-must be answered by every partnership. 
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Schedule D-Buaineaa Income of the Partnership 
Estimated returns cannot be accepted. Sufficient business records must 
be kept from which accurate returns can be made. Records must be pre$erved 
to substantiate the return in case of audit. 
Business income and expenses may be returned either on the basis of 
cash actually received and cash actually paid out during the past year, or on 
the so-called "Accrual" basis showing the total income and expenditures ac-
crued during the year whether or not the actual cash has been received ~r 
paid out. This distinction should be kept clearly in mind and every item in · 
this schedule shQuld be answered on the same basis, i. e., Cash Ba~is 
throughout or Accrual Basis throughout. If you take inventories and ke!!P 
your business accounts on the Accrual Basis you are expected to make this 
return conform to such accounting basis. 
If you returned on the Accrual Basis last year your return of this year 
m•lst be on the same basis. If you returned on the Cash Basis last year, and 
wish to return on the Accrual Basis this year, you must execute and file 
Form 14 with your return. Form 14 will be furnished upon request. 
Item 18.-(Cash Basis.)-If returning on the Cash 'Basis include all 
cash received during the past year from sales, services and from char~e ac-
counts of the past year and all previous years. (All interest or diVIdends 
must be reported in Schedule A.) 
Include the cost of all goods taken from the business during the past 
year for personal or family use of any of the partners. 
Include amounts received as insurance on account of losses of stock in 
trade by fire, theft or other casualty. 
Item 19.-(Accrual Basis.)-If returning on the Accrual Basis include 
the total gross sales of the business for the past year, excepting only income 
called for under Schedules A and B on the 2nd page of the return, together 
with all other miscellaneous receipts, including any portion of bad debts pre-
viously charged off which was received during the year. 
Include amounts received as insurance on account of losses of stock in 
trade by fire, theft or other casualty. 
Omit reserves for discounts from this item. 
If the partnership sold out its business, enclose memorandum Qf this 
fact, with details of price received for ( 1) Stock in trade, (2) Real estate 
and Equipment and (3) Good Will. 
Item 20.-(Either Basis.) Include gains from the sale of capital assets 
(other than stock in trade, and intangibles) showing the gains actually re-
ceived if returning on the Cash Basis, and gains accrued as well as received 
if returning on the Accrual Basis. To compute the gain deduct from the 
actual cost (or the fair cash value on January 1, 1916, when bought prior 
thereto) the total amount of the depreciation written off or allowable since 
January 1, 1916; then deduct this balance from the price received. 
The details of each sale oil real estate should be reported on Form 1c 
and attached to this return. 
Item 20a.-Gains accruing to a person from the taking by eminent do-
main or purchase by the state, or by any political subdivision thereof, of real 
property for public purposes, provided such person acquired the same by 
purchase within a period of one year prior to such taking or purchase, shall 
be taxed at the rate of fifty per cent. Attach detailed statement to the 
return. · 
Items 21 and 23.-This item must be answered by all who return on the 
accrual basis, unless the business deals solely in personal services. · 
Inventories must be valued at (a) cost or (b) cost or market, whichever 
is lower. 
Item 24.-(Cash Basis.)-If return is on the Cash Basis include only 
cash actually paid ~ut for merchandise during the year. · 
Omit the cost of all stocks, bonds or other intangible property from this 
item. All dealings in intangibles must be reported in Schedule B. 
(Accrual Basis.)-Include net cost of all goods purchased during the 
year. · 
(Either Basis.)-All discounts or rebates received or credited (unless in-
cluded in Items 18 or 19 as a part of the gros11 earnings) must be deducted 
from the original cost price. 
Item 25.-(Cash Basis.)-l.nclude only amount of cash actually paid 
out during the past year. · 
(Accrual Basis.)-Expenses actually incurred but not paid out maY be 
included if actually written upon the books, except as provided below. 
Item 25a.-Do not include any partner's salary or drawing account. 
Omit gifts and "bonuses" to · employees which are not paid in respect of 
services rendered or to be rendered1 and omit salary or other compensation paid to wife, husband or minor child of any partner. 
Item 25c.-If the partnership owns the building. used in the business do 
not include an item for rental thereof. If only a portion of rented property 
is used in the business, only a fair apportionment of the rent is deductible. 
Item 25cl.-Include only ordinary repairs chargeable to income. Extra-
ordinary repairs are regarded as capital investments and should be omitted 
from the return. 
Omit amounts spent for tools, fixtures or other additions to equipment 
or capital assets (i. e., articles not intended for resale) unless their use is 
exhausted ~ithin two years. Expenses for additions to equipment not so ex-
h;austed must be added to capital account aqd allowance taken as deprecia-
tion. 
Item 25e.-No deduction is permissible for rent insurance, life insur• 
ance, or for use or occupancy insurance. 
Item 25f.-Only taxes paid in respect of the income of, or tangible 
property used in, the business herein reported may be deducted. If only a 
portion of the whole premises is used in the business, taxes and other real 
estate expenses must be apportioned. 
State income taxes paid in the past year may be claimed under this item 
only in so far as they were paid on partnership professional or business 
income. Federal or other taxes on the income ·from or the capital value of 
Stocks, Bonds, Notes, Annuities or gains from dealings in intangible property 
are not deductible. 
Federal income taxes paid by the partners individually were not a part-
nership expense and should be omitted from this schedule but may be in-
cluded with the partner's claim for exemption and deductions on the form 
shown on the fourth page of the return or on separate forms 30. 
Where Federal tax deduction is claimed, the inclusion of a copy of the 
1st page of your Federal return upon which the tax was paid will insure 
correct calculation of the allowable deduction. 
Amounts paid by;. you under the United States Social Security Act or 
the Massachusetts Unemployment Insurance Act on account of persons in 
your employ may be deducted. 
Item 25g.-Include only interest paid on funds actually used in the 
business here reported. Do not offset debit and credit interest. Report all in· 
terest received in Item 1. 
Item 25k.-Omit gifts, donations to charity and all entertainment ex-
penses. 
Item 28•.-Depreciation may be claimed only in reference to tangible 
property (such as build~ngs, mac~inery, im\)lements, fur'?itu~e, fixtures and 
the like) actually used m the busmess, the mcome of whtch ts returned un-
der Item' 18 or 19. Only such depreciation as has been actually written off 
on the books within the past year may be claimed in this item. 
The approved method for determining annual depreciation is to divide 
the actual cost by the estimated life of the property in years. 
Qaim for depletion can only tie allowed in the case of mining, quarry-
ing or other such enterprises where some uatural deposit is being depleted, or 
where the income reported in Item 18 or 19 is derived in whole or in part 
from copyrights or patent rights. In case of patent rights, only O!le-seven-
teenth of the original cost (including actual cost of experimentatiOn, fees, 
and the like) may be included in any one year during the term of the 
patent. 
Only depletion actually written off on the books in the past year can be 
allowed in any case. 
The details required and sufficient facts to justify the deductions claimed 
must be stated, or the same cannolr be allowed. 
If you were insured against a loss from fire, theft or other casualty, do 
not include the amount of such loss, even though actual payment therefor 
has not been made by the insurance company. When the loss is finally ad-
justed any excess of loss on buildings, furniture, fixtures, and the like, over 
insurance received may be deducted. Give the details of all losses claimed. 
Item 28b.-No amount should be included in this item unless-
(a) The return is on the accrual basis, and . 
(b) The account arose since December 31, 1915, and- has been deter-
mined in your sound judgment to be wholly worthless, and 
(c) The amount has been actually charged off on your books during the 
taxable year, and 
(d) The amount has been included as income received in this or a prior 
return made for Massachusetts Income Tax Purposes. 
Item 30.-Each partner may claim $2,000 exemption from his share of 
the partnership business income provided s~ch sha~ amourit.s to $2,000, and 
provided further that he has not already clatmed thts exemptton (or the part 
thereof herein claimed) in another return. This applies to each par.tner filling 
out the exemption claim in one of the forms printed on the fourth page. 
Additional forms (Form 30) will be furnished if .required. 
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Family Dedac:tiona 
If a partner is married and has been living with wife or husband during 
the last year, such partner may claim a deduction of $500 from his share of 
the business income provided his share of profits amounts to $500 in excess 
of other family deductions and the $2,000 exemption claimed. and he has not 
claimed this deduction on any other income tax return filed with Massachu-
setts. 
If a partner had any children living who were under the age of 18 years 
such partner may claim a deduction of $250 for each such child, under the 
restrictions noted above. · 
If either or both of a partner's own parents are entirely dependent upon 
and supported by such partner he may claim a deduction of $250 for each 
such parent, under the restrictions noted above. 
The names and dates of birth of children and the names and addresses 
(in place of date of birth) of parents on account of whom the claims are 
made must be written in the space provided therefor. · 
NOTE-If you are claiming any Family Deductions on any other part-
net:ship return, or on an individual return, put in this return only the un-
clauned balance of the amount to which you are entitled. 
~f you have been married and living with your wife or husband only a 
portton of the taxable year, or your own children were under eighteen years 
of age a part of the year or were born during the year, or your own parents 
· were dependent and supported by you only a portion of the taxable year the 
exemptions provided for in the return must be prorated, on the basis of the 
number of months that the exemption is allowable compared with twelve 
months. That is, so many twelfths of the exemption, less than one-half a 
month being excluded. · 
The $2,000 of business income exempt by law is never to be prorated. 
Retanaa may be filed at the main office, 40 Court St., Boaton ···········································---·---··········· LU. 2700 
DISTRICT OFFICD 
SALEM, 12 Masonic Temple, 70 Waahiqton Street •.......•..............................•...............................•..• Salem 0210 
CAMBRIDGE, Cambridgeport Saviqa Bank Building, 689 Massachusetts AY&.................................... Tro. 7440 
LOWELL, 408 Sun Builcliq, 8 Merrimack Street ........................................................................•... LoweD 8171 
BROCKTON, B•rristera Hall, corner Main and Belmont Streets .......................................................• Brockton 4875 
FALL RIVER, Buffington Building, 10 Purchase Str-t .......................................................•...........••• Fall RiYer 0873 
WORCESTER, 202 Park Builclin~r, 507 Main Str-t ........................................................................••. Wor. 2-7606 
FITCHBURG, Safety Fund Bank Builcliq, 470 Mllin Street ............................................................... F"atch. 1285 
SPRINGFIELD, City Realty Builclin~r, 145 State Stt-t .................. ....... ···-·········································· Spf.. 7·1424 
PITTSFIELD, Farrell-Sweeney Building, 246 North Street .........................•.•..•.•....................... .•........ Pitta. 7894 
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1 
THE .COMMONWEALTH OF MASSACHUSETTS 
No. P ......... ... ....... .. ........ ......... ... 
Form 3 OK ................... - ....... - .... -
1940 ReYUicm 
DEPARTMENT OF CORPORATIONS AND TAXATION-INCOME TAX DIVISION 
Henry F. Long, Co~n~niuioner CA ......................................... . 
INCOME TAX RETURN (PARTNERSHIP) 
SEE CH.Al"l'ER 62, GENERAL LAws TE.R. ED. AS AMENDED. SEB CHAPTER 307, Acrs OF 1933, CHAPTER 489, Acrs oF 1935, 
CHAPTER _395, Acrs oF 1937, CHAPTER 489, Acrs OF 1938, AND CHAPTERS 454 AND 486 Acrs o-,r 1939. 
NC ........................................ .. 
SC ... ...................................... . 
RECEIVED PLEASE FILE YOUR RETURN ON THE 
EARLIEST POSSIBLE DATE 
USE THE FORM BEARING YOUR 
STENCILED NAME AND NUMEER 
UPON WHICH TO FILE YOUR RETURN. 
INSURING ACCURACY IN NAME AND ADDRIEIIS 
ASSESSMENT STAMP VERIFICATION STAMP 
PENALTY FOR LATE FILING 
PLEASE DO NOT WRITE ABOVE THIS LINK EXCEPT TO COMPLETE OR CORRKCT ST1£NCILitD NAME AND ADDRESS 
NAME OF PARTNERSHIP ...................................................... ............................................................................................................................. DATE OF ORGANIZATION ..................................................... . 
BusiNESS AnDRESS. ST. & No ............. ................................................................................................... CITY oR TowN OF ... ................................................................................................................. . 
NATURE oF BusiNEss ............................................................................................................................................................................................................................................................................................................. .. 
*Dm You MAKE RETURN IN 1938? ..................................... 1939? ................................... UNDER WHAT NAME? ...... ............................................................................................................... .. 
*If an•wer ia "no". for either year, enclo• a :return or explain below. 
FRoM WHAT AnDREss? ST. & No . ...................................................................................... .. 
CITY OR TowN OF .......................................................................................................................... . 
1938.................................. .. ............................................................................................................................. 1939 .................................................................................................................................................................. . 
SALARY SHARE OF PROFITS 
NAMES OF PARTNERS HoME AnDREss OR DRAWING (In Addition to Salary) 
AccouNT AS PER BooKs 
(1) 
........................................................................................................................ ........................................................................................................................ $ ................................................ $ ............................................................. .. (2) . 
.................................................................................. ............................................................................................................................................................. $ ................................................ $ ............................................................. .. 
(3) -
............................................................................................................................................................................................................................................... $ ......................... · ....................... $ ............................................................. .. 
(4) 
.............................................. ............................................................................................................................................................... ................................... $ ................................................ $ ............................................................. .. w . 
............................................................................................................................................................................................................. .. ................................. $ ................................................ $ ............................................................. .. 
(6) 
............................................................................................................................................................. ...................... ............................................................. $ ................................................ $ ............................................................. .. 
(7) 
........................................................................................................................... ................................................................................................................... :. $ .............................................. .. $ ............................................................. .. 
Total, ~ $ 
Sum of Massachusetts Partners' shares= ....................................... .. 
If it is your desire to have any and all matters connected with this return taken up with your employee, attorney or accountant, 
insert here name and address of the person whom you so authorize and to whom the contents of this return may be disclosed. 
Name of person authorized: 
Address: 
The name and address 
MUST BE WRITTEN 
BY THE TAXPAYER 
I, as a member of the above partnership, and hereunto duly authorized, hereby state that this return, made or carefully examined 
by me, contains, to the best of my lrnowledge and belief, a true and complete statement of all of the taxable income called for by the 
various items herein, which the partnership has received during the year above stated; that the information given herein is true and com-
plete; that the partnership is entitled under Ompter 62 of the General Laws, Chapter 307 of the Acts of 1933, Chapter 489, Acts of 1935, 
Chapter 395, Acts of 19317, Chapter 489, Acts of 1938, Chapters 454 and 486, Acts of 1939, to all of the deductions and exemptions which 
are claimed herein; and that all supporting statements herewith included are true and complete. 
This statement ia made under the penalties of perjury. 
Signed this .......................................... day o£... ................. ................................................ 1940 
(Partner's Signature) .......................................................................................................................... . 
Complete AS SOON AS POSSIBLE, AFTER JANUARY 1, 1940 and Transmit this Return to the 
INCOME TAX ASSESSOR IN YOUR DISTRICT 
The Return may, at your option, be Filed with the Income Tax Director, 2nd Floor, Scollay Building, 40 Court Street, Boston, 
Under the law this Return Must be Filed Oil or Before March 1, 1940 to Avoid Peualt)' 
4Sm-11·'39. No. 8260-3b. 
2 1940 
RETURNS CANNOT BE ACCEPTED AS COMPLETE UNLESS EVERY 
STATEMENTS OF TAXABLE INCOME 
SCHEDULE A. TAXABLE INTEREST AND DIVIDENDS 
ITEM 1. INTEREST taxable and received by the partnership during the year from bonds, refunds on bonds, 
notes and certificates of indebtedness; on deposits in national banks, trust companies and other de-
positories; and from all other money at interest, loans and debts including certain mortgages,. 
ITEM 2. DIVIDENDS paid in cash or scrip and received by the partnership during the year on shares in all 
corporations, joint stock companies and banking associations, organized tinder the laws of any ·state 
or nation, and from transferable shares of partnerships, associations or trusts, domestic ot: foreign, 
whose dividends are taxable, . 
ITEM 3. DIVIDENDS paid in shares of stock, other than stock dividends _paid in new stock of the company 
issuing the same, or in other securities and received during the year from corporations, joint stock 
companies, banking associations, partnerships, associations or trusts whose cash dividends are 
taxable . · 
ITEM 4. INTEREST OR DIVIDENDS taxable and received by an executor, administrator, trustee or other 
fiduciary not subject to taxation in Massachusetts and paid to the partnership during the yt>.ar, 
Name of Fiduciary-------------------------------------------------------·---------- Address·--- ------------------ -------------- -------·------···-·-· 
ITEM 5. ALL DIVIDENDS received by the partnership during the year from corporations or other organiza-
tions whose ordinary dividends are taxable, and claimed to be a distribution of capital:- · 
No. of Shares 
ITEM 6, OTHER INTEREST OR DIVIDENDS received by the partnership during the yeat:, concerning the 
taxation of which it is in doubt, and which it submits for such taxation as is proper under the law:-
No. of Shares or Bonds INTEREST DIVIDENDS 
.........................................................................................•............................ : ............................................................... ................................... ················:···························· 
ITEM . 1'otal (add Items 1 to 6 ,inclusive), 
SCHEDULE B.. NET GAINS FROM PURCHASES OR SALES BY THE PARTNERSHIP OF STOCKS, 
BONDS, SECURITIES AND ALL OTHER INTANGIBLE PERSONAL PROPERTY 
ITEM 8. Total amount received from all sales. or exchanges of stocks, ~bonds, securities,and all other intang-
ible personal property during the year, except "rights," which should_be entered in Item 9, 
ITEM 9. Total amount received during the year from sale of "rights," 
ITEM 10. Total receipts from sales or exchanges of intangible personal property (add Items 8 and 9), 
ITEM 11. "Cost" or value on January 1, 1916, of such of the property the sale of which 
·you report in Item 8, as you owned on January 1, 1916 (See Department 
Bulletins 2 and 4), ' . 
ITEM 12. Cost of such of the property the sale of which you report in Item 8 as you pur-
chased since January 1, 1916, 
ITEM 13. Total of Items 11 and 12, 
ITEM 14. Net gains from sales or exchanges (subtract Item 13 from Item 10), 
NOTE :- If this schedule is used the totals must be given ·even though a loss is shown. 
. SCHEDULE C. STATEMENTS CONCERNING BUSINESS INCOME 
DoLLARS CTS. 
............... . ..... ................... 
· ····· ····~ ............ ... ............ . 
DOLL,\RS CTS. 
........ ....... .. .. .... ................. 
..... ..... ......... .. ... ............. .. .. 
ITEM 15. Do you keep books of account? Answer .............................. Is this return made on same basis as your business records? .......................... . 
............................................. .............................. , .... ......................................................... ..................... : ................................................................................. : ...................................................................... .. 
ITEM 16. 'What profit or loss did your books show for the year for which your income is reported in this return? 
Answer : Balance, Profit and Loss Account per ledger, . 
Add-Salaries of partners deducted from above, 
Add-Interest on partners' capital deducted from above, ............................................................ 
Total, 
ITEM 17. Reconcile above total with Item 29, ScheduleD, 3rd page ..................................................................................................................... ............................................... . 
...................................................................................................... ................................................................................................................................................................................................................... 
ITEM 17a. During the year did you pay over$2000 as wages, salary or compensation to any employee residing in Massachusetts? .............. . 
(If so, the law requires a report of the names of such employees on forms which will be supplied upon request.) 
THE INCOME TAX Is DISTRIBUTED To THE CITIES AND TowNs AND HELPs To REDUCE LocAL TAXEs ON REAL EsTATE. 
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ITEM IS ANSWERED WITH FIGURES OR WITH THE WORD "NONE" 
SCHEDULE D. BUSINESS INCOME OF PARTNERSHIP 
EXPENSES DoLLARS Crs. lTD INCOME DOLLARS CTS. 
Note.-If returning on CASH BASIS 
report actual cash payments only. Cash Basis 18 Total Cash Receipts, 
23 Mdse. at beginning of year (Inventory) ......... ................................... ... :.... Accrual Basis 
24 Mdse. bought during the year . ......... .... .. .. .. .......... .. .. ............ ........ 19 T otal Sales and Miscellaneous Receipts, 
25 GENERAL EXPENSES OF THE 20 Gains from Sale of Capital Assets, 
BUSINESS (Including Sales of Real Estate), . 
(a) Employees' wages (omit partners' 
salaries), . . . ... . .. . . .. . ............... ..... .......... .. .... .. 21 Merchandise at ens! of year (Inventory) f,;;' ;.;··;.;. ..·;;;· ~ ..;.; ..;.;" ;.;" ;.;"·;.; . ~-~ .. ;.; . ,.·-. -.... -;· __ 
26 
(b) Fuel, light and power, . 
(c) Rentals (property used in the busi-. 
ness), . . ............. .. .... .. .... ... ........................ .. 
(d) Ordinary Repairs, . . ............................. .. .................... .. 
(e) Insurance (relating to the busi-
ness only), . 
(f) Taxes (relating to the business 
only), 
( 1 ) Mass. Income Tax, . 
(2) City or Town Taxes, . 
. ................ -~ ....... . , .... . .... ' .. .... ......... . 
(3) Social and Unemp'ment Ins . ..................................................... . 
(g) Interest (on debts of the busineSs 
only), : 
22 Total, 
26 Expenses (copy Total from ItP.m 26 in 
1st colunm), 
2:1 Balance of Ir1eome, 
28 Claims for additional deductions (sum of 
Items 28a and 28b), r.;·;.;··;.; ..~ .. ~ ..;.;-·;.;";.; . ·;.;.  ;.;.··~·;.;. . ;.; .,. . ,. . ,. . ... -!· --
29 Net Income, 
30 *Claims for partners' statutory and family 
deductions, and five per cent deduction (sum of Items 30a and 30b), 1,;,··;.;. .  ;,;; ..~- ;.;·--;,;,;·.-.. ;;;.··;.;· .. ;.;." +· ·;,;,;··.--,. .... . ... ·1--1 
(h) Freight and express, 
(i) Advertising, ; ............ .. ........................ .. ..... ......... l_::3.:..1 +=-N.:..:e:.:t..:t:::a::xa=:b::l.:..e ...:I;:;;n.:..co::m.:..:e;:!,_....:._...:..._;____:_ ..................... ................ _ .. _ .. 
(j) Telephone and Telegraph, ..................................... . ......... WA Profit realized by the. taking of r~l estate 
. . . by purchase or emment doma.tn by the 
(k) Other expenses (must be ttemized), ......... .................. ................. ... .. .... State or CDI!nty, Cio/. <?r Town, within 
.......... ........ ... ... .. .......... ....... .. ....................... one year of tts acqu1s1t1on, • . .• J_ ...._ ... _ ... .L .. _ •• _ .. _ • • _ •• _ .. _ .. .L-_ .._ .. _ ... _.. _.. _. L •• _ .. _ .• _ .. -1· 
............ .. ....................... .. ....... ...... . --. . . ---
-·· · .. ................ . ~- ••••••• • ••••••••••••••• • • •• • 0 04 0 .... . ...... . .......... . .......... . .... ! • ••• . •• . •• •• • · • • • .. •••••••••• 
................. .. : ; ............ ............. ........ ; ............. ............... .... ................... ;-....... .. ...... . 
"" ...... .. ......................... ..... ....... ... ................ ................. ... ...... ...................... .. ... ... . 
Total (carry to Item 26, 2nd column), ..................................................... . 
• '-ch partner' a exemption and decluctiona may be claimed qainat hie ahare ol 
the partnerahlp bu.tne .. lncorn_ a ONLY •. If ~ny partner'• ahan ol tha lncorna ia 
le .. than ·tha total amount ol exemption and cledW:tlona to which ha ia entitled, 
only the aanount ol hie ahan of Income rnay be Included In thia total. 
Estl•ated Retura Caaaot Be Accepted 
SUFFICIENT BUSINESS REGORDS MUST BE KEPT 
FROM WHICH TO MAKE ACCURATE RETURNS 
CLAIMS FOR LAWFUL DEDUCTIONS 
ITEM 28a. Losses during the year of capital assets, NOT STOCK IN TRADE~ .from depreciation, obsoles-
cence, depletion, sale, fire, theft or other casualty (not compensated by insurance) or from pay-
ments on claims in lqw or equity incurred in the business (not compensated by insurance). 
DETAILS OF CLAIMS FOR DEPRECIATION OR OBSOLESCENCE: MUST BE GIVEN IN FULL 
%UsED IN RATE% OF DEPRECIATION CLAUIED DllSCRIPTIO,N OF PROPERTY DEPRECJ.UED THE DEPRE· DATE OF PuRcHASE CosT BusiNESS CIATION Total previous years This Year 
Total Depreciation claimed this year 
DETAILS OF OTHER CLAIMS : (Losses from sale of intangible property are not deductible-See Schedule B) 
DESCRIPTION OF PROPERTY LosT Ool SoLD CAUSE OF Loss CosT OR ]AI'{. 1. 1916 DEPRECIATION PRE· Insurance, Sale Price Loss CLAIMED Fire. Sale. Theft. etc. Fair Cash Value VIOUSLY ALLOWABLE or Salvage Value 
Total of Other Claims . 
ITEM 28b. {THis ITEM ONLY FOR PARTNERSHIPS RETURNING ON AccRUAL BASIS.) Losses from accounts receiv-
··· able determined to be worthlesS and actually charged off during the year. (Accounts must have been included 
as income in this or a previous return, and must have arisen since December; 31, 1915.) . . • . 
DoLLARS CTS. 
.................................. ········· 
-
Total of Items 28a and 28b (carry into Item 28 above), . ··········· ···················· ........ . 
ITEM 30a.. Oaim for five per cent of last assessed value of tangible property situated within Massacl_tuserts (less 
amount of all mortgages thereon) owned by the partnership and used in the business above returned: 
DESCRIPTION oF PROPERTY OWNED AND UsED IN THE BusiNESS LAST AssESSED VALUE MORTGAGED FOR EQUITY 
Real Estate located at 
Personal Property at 
Five per cent of total equity . 
ITEM 30b. Exemptions of $2,000 and family deduct10ns (include total of partner's claims on 4th page), plus 
federal taxes paid by partners on business income 
Total of Items 30a and 30b (carry into Item 30 above), 
PARTNER'S REQUEST FOR EXEMPTION FROM FILING INDIVIDUAL RETURNS 
DoLLARS CTs. 
0 0 00 00 00 00 00HOO••'•o0000o00 o o000o oo o oooOoo 
..................... ..................... 
{. WI, } the undersigned partners, do hereby state that j I 11 } received no taxable business income during the last year e, · l we severa y 
except such as we received from the partnership whose statement of income is contained herein; that .............................. received no taxable interest 
or dividends during the last year, nor taxable stock dividends or: dist!'ibutions; that ............ .. ...................... did not buy or sell any stocks, bonds~ 
"rights" or other intangible personal property; that ................................................ ...... did not receive any taxable annuity; that in making this statement 
.................................... have made a careful examination of... ...................... , .......... income for the last year, and find no income therein concerning the taxation 
of which there is any doubt. This statement is made under the penalties of perjury. 
Signed this.c ............................ day of ................................................................................. 194 ....... . 
4 • .. r 
No decluetion can be allow.d from the. ahan ol any partner in Schedu .. D unleu a claim for eumption ia ucnecl by such partner. In any 
ea. the deduction allowed any partner cannot exceed hia ahan of the lnc:om•nPOI'teclln Schechi .. D. 
Additional c:opiea ol form of claim for partner's eumption and family deductions (Form 30) can be obtalaecl upon requeat. 
PARTNER'S CLAIM FOR $2,000 EXEMPTION AND FAMILY DEDUCTIONS 
I, .............................................................................................................................................................. , one of the partners in said partnership, hereby claim the following 
exemption and family deductions,~ 
$2,000 exempt by law, or such part thereof not claimed in another return $ ......................................... . 
For wife with whom I lived last year ($500) $ .............................................. . 
Wife's Name ......................................................................................................................................................... .. 
For my own children under eighteen years of age, or for my own parents 
entirely dependent upon and supported by me ($250 for each) . . $.............................................. $ ................................ --
NAMES OF MY CHILDREN DATES OF BIRTH NAMES OF MY CHILDREN DATES OF BIRTH 
Names of my parents ................................................................................................... , ......... Address .. ............................................................. ...................................................... .. 
(JlO deduction for wife's 
· or husband's parent) ..................................................................... ......................................... ...................................................... .. ....................................... .. 
Federal tax paid on business income .. .. ............................ ........... .. 
Total of exemption and deductions and federal tax . . . • • . • • • $ ......................................... . 
Have you filed an individual return, or has any other partnership or any fiduciary filed any return of business income, in which 
a claim has been made by you for the whole or any part of the $2000 exemption or family deductions? ...................................... .. 
If so, give the name under which such return was filed and the amount claimed therein: 
Name ........................................................................................................................ Amount claimed $ .............................................. .. 
This statement is made under the penalties of perjury. 
Signed this ............................................. day o£... .... ........................................... 1940 (Signature) _________________ .;... __ 
PARTNER'S CLAIM FOR $2,000 EXEMPTION AND FAMILY DEDUCTIONS 
I, ............................................................................................................................ ....................... , one of the partners in said partnership, hereby claim the following 
exemption and family deductions,-
$2,000 exempt by law, or such part thereof not claimed in another return $ ...................................... .. 
For wife with whom I lived last year ($500) $ ............................................ . 
Wife's Name ..................................................................................................................................................... .... . 
For my own children under eighteen years of. age, or for my own parents entirely 
dependent upon and supported by me ($250 for each) . . . . $.............................. ............ $ ...................................... _ 
NAMES OF MY CHILDREN DATES OF BIRTH NAMES OF MY CHILDREN DATES OF BIRTH 
Names of my parents ............................................................................................................... Address ....... .. ............................................................................................................ .. 
(no deduction for Wife's 
or husband's parent) ........... ................................ ............................ ........................................ . .................. .... .............................................................................................. .. 
Federal tax paid on business income .......................................... . 
Total of exemption and deductions and federal tax . . . . . . . . . $ .................................... ..... . 
Have you filed an indiVidual return, or has any other partnership or any fiduciary filed any return of business income, in which· 
a claim has been made by you for the whole or any part of the $2000 exemption or family deductions? .................................... .. 
If so, give the name under which such return was filed and the amount claimed therein: 
Name .................................................................................................................. Amount claimed$ ............................................ .. 
This statement is made under the penalties of perjury. 
Signed this ................... ............................. day o£. .......................................... ...... 1940. 
(Signature)-------------------
COMPUTATION OF TAX-Stenciled Receipt Must Pe Used in Making .. P_a,;.ym_en_t·--~ ..... 
j CTs DoLLARS DOLLARS CTs. 
INTEREST AND DIVIDENDS. ITEM 7 
Amount Taxable ................................. % in Massachusetts Tax at 6% c------
GAINS FROM INTANGIBLES. ITEM 14 
Amount Taxable ................................... % in Massachusetts Tax at 3% ----
BUSINESS INCOME. ITEM 31 
Amount Taxable .................................. % in Massachusetts Tax at 1~% 
- ---
PROFIT FROM TAKING OF 
REAL ESTATE. ITEM 20A 
Amount Taxable ................................... % in Massachusetts Tax a t 50% =___... 
'Total .... .................................................................... : ......................... , ......................................................................................................... ... ......................... . 
1940 Additional Tax 10% Thereof ........... .............................. .......................................................... , ...................................... ......... .. 
ADVANCE PAYMENT 0 Due March 1, ................................................... .. Total.. ........................................................ ............... ............................ . 
Int. on Defic. from March 1 , .......................................................................................................................................................................... .. 
Date .................................. . Int. on Defic. from October 1, ...................................................................................... ............................................... .......................... . 
Amount ..... . . Penalty (Late filing of return) ................................................................................... , ..................... ............................................................ .. 
0 Cash 0 Clleck Total Tax ......................................................................................................................... .. ......................... ........... .............. ........ ......... .. 
Teller ...................... . Advance Payment ............................................................................................................. ............................................................ . 
MAKE CHECKS PAYABLI TO 
THE COMMONWEALTH OF MASSACHUSETTS Balance .................................................................................................................................................................................................. .. 
PLEASE FILE YOUR RETURN ON THE EARLIEST POSSIBLE DATE 
121 
Fiduciary 
PLEASE FILE YOUR RETURN EARLY IN JANUARY 
THE COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF CORPORATIONS AND TAXATION 
HENRY F. l..ONG, COMMISSIONER 
INCOME TAX DIVISION·40 COURT ST., BOSTON 
INSTRUCTION SHEET TO FORM 1 (1940 REVISION) 
GENERAL INSTRUCTIONS 
The income tax law relates to every individual who is an inhabitant of 
Massachusetts and applies to all taxable income received while such an in-
habitant. An "inltabitant" is a person whose domicil or legal residence is 
within Massachusetts. 
If you moved into Massachusetts during the taxable year include in your 
return all income received after acquiring domicil. 
. Persons intending t? remove domicil from Masschusetts at any time dur-
mg the year are reqmred to file returns and pay the taxes thereon before 
leaving Massachusetts. 
Chapter 350 Acts of 1933, requires that at least one-half of the tax 
be paid at the time the return is filed and the balance on October 1 
following. If this one-half is not fully paid on or before March 1 
interest accrues at the rate of one-half of one per cent per month o; 
major portion thereof. 
You must make a'n individual return on Form· 1 if you received during 
the prior calendar year any income of the following kinds: (1) taxable 
annuities, (2) taxable gains from dealings in stocks, bonds or other 41-
tangible property, or (3) taxa~le interest or dividends. (Read the instruc-
tions ·Under Schedules C, D and E.) 
You must also make a return if your gross income during the prior 
calendar year from all sources (whether or not the same is taxable) was 
over $2,000, even though no tax may be payable because of allowable 
exemption or deductions. 
The $2,000 exemption from salary or other business income does not 
apply to annuities, gains, interest or dividends. 
Husband and wife must make separate returns where each receive tax-
able income. Minors receiving taxable income, who are not under legal 
guardianship, may make their own returns on Form 1, or the return may 
be made in the name of the minor and signed by . the parent or natural 
guardian. Legal guardians must make returns on Form 2. 
Returns should be filed as soon as possible after January 1 and must be 
filed on or before March 1 to avoid the legal penaltY' of $5.00 per day for 
delinquency. 
Partnerships doing business in Massachusetts, any member of which is 
an inhabitant, must file a partnership return on Form 3. 
Clubs, labor unions and other unincorporated associations receiving tax-
able income, wheth~r or not in business, must file returns. If in business, 
use Forin 3. If not in business, but taxable interest, dividends or gains are 
received,• use Form 3M. 
Executors, Administrators, Trustees, Guardians and all other fiduciaries 
of Massachusetts estates or trusts, who are inhabitants or whose appoint-
ment was received from a court in Massachusetts,. must file a fiduciary 
return on Fofm 2 and/or Form 2-b. (See instructions on Form 2.) 
If you are in doubt concerning any matter relating to the filing of your 
return, or require information not contained in this sheet, consult the Mass-
achusett& Income Tax Assessor-in your district, or the Income Tax Directot· 
2nd Floor, Scollay Building, 40 Court St., Boston. 
THE FIRST PACE 
Type or print plainly to avoid errors and confusion. 
Fill in the date December 31 of the calendar year covered by the retum 
(if not already printed) and give carefully and clearly all the information 
required in the rest:>of the heading. 
Family Deduction• 
A-Note that the $500 deduction is only allowable if you have been living 
with your wife or husband during the entire taxable year. 
B-Note that no deduction is allowable for stepchildren, grandchildren 
or any other than yottr own children. No deduction is allowable for chil-
dren after they have passed their 18th birthday. 
C-Note that no deduction is allowable for husband's or wife's parent, 
and that your own parent must be entirely dependent upon and supported 
by you. 
Both husband and wife cannot claim these deductions from business in- ' 
come. Either may claim the whole as they may agree or the deductions 
must be prorated according to the business income of each in excess of $2,000. 
If you are claiming Family Deductions on any partnership or fiduciary 
return, put in this return only the unclaimed balance of the amount to 
which you are entitled. 
If you have been married and living with your wife or husband only a 
portion of the taxable year, or your own children were under eighteen 
years of age a part of the year or were born during the year, or your own 
parents were dependent and supported by you only a portion of the taxable 
year the exemptions provided for in items A. B and C of page 1 of the 
return must be prorated, on the basis of the number of months that the 
exemption is allowable compared with twelve months. That is, so many 
twelfths of the exemption, less than one-half a month being excluded. 
The $2,000 of business income exempt by law is never to be prorated. 
Do not sign your return until you have carefully verified every answer 
contained therein. 
THE SECOND PACE 
Schedule A-lnc~me from Salary, Wagea and other Compenaation 
Item 1.-Include all compensation for services, received during the past 
year, ·whenever and wherever earned. Include salary as an officer or 
employee of the United States Government, its possessions and instru-
mentalities. 
Include the yearly rental value of living quarters and the value of board 
or other emolument furnished you as a part of your compensation'. 
Include any "business income" received by an Executor, Administrator, 
or other fiduciary and paid to you during the year, which is not subject 
to taxation to the fiduciary. 
Include any "bonuses'' or payments in the nature thereof which your em· 
ployer deducts as an expense in any return of income which he makes. 
Include pensions and retirement allowances not exempt by law .. 
Include payments received as royalties. 
Omit salary or wages taken from your own business (unless incorpo-
rated). 
Item 2.-Include income received or accrued from any partnership not 
doing business in Massachusetts and from Massachusetts partnerships dis-
solved or reorganized during the year, but if any portion of such firm's 
income came from taxable interest or dividends or from profits from deal-
ings in stocks or other intangible property, your share of such income so 
derived must be apportioned between Items 25 and 32 and not included in 
Item 2 and only the "business income" included here. An "information 
return" of the partnership income from January 1 to the date of dissolu-
tion or reorganization, and a statement showing the disposition of the part-
nership property should be . filed on the partnership return Form 3. 
lOSOm-9-'39. No. 8260-12 
OID:it salary or profits drav.:n from a partnership continqing to do busi-
ness m Massachusetts of which you are a member, as such partnership 
must make its own return on Form 3. 
Item 3.-Write in the money column at the right of this line the sum of 
$2,000 plus the total of your Family Deductions as shown on page 1, or 
such portion thereof. as you desire to claim against Items 1 and 2; except 
that If these deductiOns have been claimed on another return the claim 
must not be duplicated here. ' 
Item 4.-See Instructions under Item 15£. 
Item 5.-See Formulae under Item 15£. 
Item SA.-.Ailowance rna~ be take;t for any contribution paid by you 
under the Umted States Social Secunty Act, Railroad Retirement Act or 
the Massachusetts Unemployment Insurance Act. 
Schedule B--Other Income from your own Buaine&a 
Estimated returns cannot be accepted. Sufficient business records must 
be kept from which accurate returns can be made. Records must be pre-
served to substantiate the return when audited. · · 
Business income and expenses may be returned either on the basis of 
cash actually received and cash actually paid out during the past year, or 
on the so-called "Accrual" basis showing the total income and expenditures 
accrued during the year whether or not the actual cash has been received 
or paid out. This distinction should be kept clearly in mind and every item 
in this schedule should be answered on the same basis, i. e., Cash Basis 
throughout or Accrual Basis throughout. If you take inventories and keep 
your business accounts on the Accrual Basis you are expected to make this 
return conform to such accounting basis. 
If you returned on the Accrual Basis last year your return of this year 
must be on the same basis. If you returned on the Cash Basis last year, and 
wish to .return on the Accrual Basis this year, you must execute and file 
Form 14 with your return. Form 14 will be furnished upon request. 
Item 8.-(Cash Basis)-If returning on the Cash Basis include all cash 
received during the past year from sales, services and from charge accounts 
of the past year and all previous years. (All interest or dividends must be 
reported in Schedule E.) , 
Include the cost of all goods taken from your business during the past 
year for personal or family use. 
Include amounts received as insurance on acount of losses of stock in 
trade by · fire, theft or other casualty. ' · 
Item 9.-(Accrual Basis.)-If returning on the Accrual Basis include 
the total gross sales of the business for the past year, excepting only in-
come called for under Schedules D and E on the 3d page of the return, 
together ·with all other miscellaneous receipts, including any portion of 
bad debts previously charged off which was received during the year. 
Include amounts received as insurance on account of losses of stock in 
trade by fire, theft or other casualty. 
Omit reserves for discounts from this item. 
If vou have sold out your business, enclose memorandum of this fact, 
with details of the price received for (1) Stock in trade, (2) Real estate 
and equipment and (3) Good will. 
Item 10.-(Either Basis.)-Include gains from sale of capital assets 
(except stock in trade and intangibles) showing the gains actually received 
if returning on the Cash Basis, and gains accrued a·s well as received if 
returning on the Accrual Basis. To compute the gain deduct from the actual 
cost (or the fair cash value on January .!, 1916, when bought prior thereto) 
the total amount of depreciation written off or allowable since January 1, 
1916; then 1educt this balance from the price received. 
Item lOa.-Gains accruing to a person from the taking by eminent 
domain or purchase by the state, or by any political subdivision thereof, 
of real property for public purposes, provided such person acquired the 
same by purchase within a period of one year prior · to such taking or 
purchase, shall be taxed at the rate of fifty percent. Attach detailed state-
ment to the return. 
Item• 11 and 13.-These items must be answered by all who return on 
the accrual basis, unless the business deals solely in personal services. 
Inventories should be valued at (a) cost or (b) cost or market, which-
ever is lower. 
Item 14.-(Cash Basis.)-If return is on the Cash Basis include only 
cash actually paid out for merchandise during the year. 
Omit the cost of all stocks, bonds or other intangible property from 
this item. All dealings in intangibles must be reported in Schedule D. 
(Accrual Basis.)-Indude net cost of all goods purchased during the year. 
(Either Basis.)-All discounts or rebates received or credited (unless 
included in Items 8 or 9 as a part of the gross earnings) must be deducted 
from the original cost price. 
Item 15.-(Cash Basis.)-Include only amounts of cash actually paid 
out during the past year. · 
(Accrual Basis. )-Expenses actually incurred but not ·paid out may be 
included if actually written upon the books, except as provided below. 
Item 15a.-Do not include your own salary or drawing account. Omit 
gifts and "bonuses" to employees which are not paid in resped of services 
rendered or to be rendered, and omit salary or other compensation paid to 
wife or husband, or to minor children. 
Item 15c.-If you or your wife or husband own the building used in the 
business do not include rental thereof. If only a portion of rented property 
is used in the business, only a fair apportionment of the rent i's deductible. 
Item 15d.-Include only ordinary repairs chargeable to income. Extra-
ordinary repairs are regarded as capital investments and should be omitted 
from the return. 
Omit amounts spent for tools, fixtures or other additions to equipment 
or capital assets ( i. e., articles not intended for resale) unless their use is 
exhausted within two years. Expenses for additions to equipment not so 
exhausted must be added to capital account and allowance taken as depre-
ciation. · 
Item 15e.-No deduction is permissible for rent insuranc;e, life insur-
ance, or for use or· occupancy insurance. 
Item 15f.-Only taxes paid in respect of the income of, or tangible 
property used in, the business herein reported may be deducted. If only a 
portion of the whole premises is used in the business, taxes and other real 
estate expenses must be apportioned. 
State or Federal income taxes paid in the taxable year may be claimed 
under this 'item only in so far as they were paid on professional or business 
iricome. Federal or other taxes on the income from or the capital value of 
Stocks, Bo.nds, Notes, Annuities, or gains from dealings in intangible 
property are not deductible. 
In computing the amount of Federal Income Tax deductible, the follow-
ing formulae should be used: (Items refer to first page, . 1938--Federal 
Income Tax Return). 
1 
2 
NORMAL TAX. (FORM 1040.) 
Items 1, 9 and 8 (if from royalties) I 
28 _Normal Tax -------------X tern less Item 32 - deductible 
Sum of plus items 1 to 11 less 
Item 5. 
SURTAX. (FORM 1040.) 
Items 1, 9 and 8 (if from royalties) X Item 29 
Swn of plus items 1 to 11 
NORMAL TAX. (FORM 1040A.) 
Item 1 
----------------------x Sum of plus items 1 to 5. Item 20 
Surtax 
- deductible 
Tax 
- deductible 
The above formulae will generally produce a substantially accurate result, 
but if extraordinary complications are present in the Federal return submit 
your method of making the calculation if these formulae are not used. 
Where Federal tax deduction is claimed, the inclusion of a copy of the 
1st page of your Federal return upon which the tax was paid will insure 
correct calculation of the allowable deduction. 
Amounts paid by you under the United States Social Security Act or 
the Massachusetts Unemployment Insurance Act on account of persons in 
your employ, may be deducted. 
Item 15a.-Include only interest paid on funds actually used in the 
business here reported. Do not offset debit and credit interest. Report all 
interest received in Item 26. 
Do not include in this item any interest already included in Item 34. 
Item 15k.-Omit gifts, donations to charity and all entertainment expense. 
Item I Sa.-Depreciation may be claimed only · in reference to tangible 
property (such as buildings, machinery, implements, furniture, fixtures, 
and the like), actually used in the business, the income of which is re-
turned under Items 8 or 9. Only such depreciation as has been actually 
written off on the books within the past year may be claimed in this item. 
The approved method for determining annual depreciation is to divide 
the actual cost by the estimated life of the property in years. 
Claim for depletion cart only be allowed in the case of mining, quarry· 
ing or other such enterprises where some natural deposit is being depleted, 
or where the income reported in Items 8 or 9 is derived in whole or in part 
from copyrights or patent rights. In the case of patent rights, only one-
seventeenth of the origina1 cost (including actual cost of experimentation, 
fees, and the like), may be included in any one year during the term of the 
patent. 
Only depletion actually written off on the books in the past year can be 
allowed in any case. 
The details required and sufficient facts to justify the deductions claimed 
must be stated, or the same cannot be allowed. 
If you were insured against a loss from fire, theft or .other casualty, do 
not include the amount of such loss, even though actual payment therefor 
has not been made by an insurance company. When the loss is finally ad-
justed any excess of loss on buildings, furniture, fixtures, and the like, 
over insurance received may be deducted. Give details of all losses claimed. 
Item 18b.-No amount should be included in this item unless,-
( a) The return is on the accrual basis, and 
(b) The account arose since December 31, 1915, and has been determined 
in your sound judgment to be wholly worthless, and 
(c) The amount has been actually charged off on your books during the 
taxable year, and 
(d) The amount has been included as income received in this or a prior 
return made for Massachusetts Income Tax purposes. 
THE THIRD PAGE 
Schedule C-Annuities 
Item 22.-An "annuity" is the right to receive annually or at other reg-
ular intervals, a definite sum of money, contingent upon your continued 
life, and chargeable against a person or corporation and not restricted 
to the proceeds of a fund. 
Include under this item all such payments, together with a memorandum 
of all the facts, in any doubtful case. 
Omit from this schedule payments made to you yearly, or in fractional 
parts of a year, by Massachusetts Executors or Trustees, pursuant to the 
provisions of wills or deeds of trust, as such executors or trustees make 
their own returns of income. (See also Item 29.) Omit also payments to 
you under insurance policies which you, as beneficiary have elected to re-
ceive in installments and which are not "annuities" (to continue during 
life) but simply installment payments of capital over a limited period. (See 
also the last paragraph under Item 26.) 
Omit any annuity paid to you by a city or town in Massachusetts on 
account of services in a police or fire department, or annuity from Massa-
chusetts Savings Bank Life Insurance. 
Omit Retirement allowances or pensions paid for past services. All such 
taxable pensions should be included in Item 1, second page of the return. 
Schedule D-Net Cains from Purchases or Sales of Stocks, etc. 
Items 23-25.-Intangible personal property includes all securities, such 
as stocks and bonds, both taxable and non-taxable, notes, bills receivable, 
"futures," "puts," "calls," and all kinds of rights and credits as dis-
tinguished from goods, wares and merchandise which are tangible personal 
property. Only gains actually realized and losses actually suffered are to be 
here included, i. e., "paper" profits or losses are not to be included. Actual 
costs and actual prices received are to be used in determining gains and 
losses,-except where such property was purchased prior to January 1, 
1916, in which case the value. on that date shall be taken in lieu of actual 
cost in determining loss or gain except as below stated. Regular brokers' 
commissions actually expended in purchasing such property may be included 
as a part of the cost of the property if purchased after January 1, 1916, 
and such commissions so expended in selling such property may be de-
ducted from the gross amount of the sale. No expenses other than such 
regular brokers' commissions may be included in such cost and no expenses 
except such commissions and stamp taxes may be deducted from such 
selling prices. 
The total amount. received from the sale of "rights" must be included 
for taxation. 
Where stocks, bonds, etc., are exchanged for other property, include the 
market value of the property received in exchange as the amount received. 
Where securities were purchased prior to January 1, 1916, and the iden-
tity of the certificates sold can be positively established, the basis of de-
termination of such profit or loss shall be the value of such property on 
January 1, 1916, or the cost. thereof, whichever is higher. 
Dividends received in liquidation of corporate holdings are not a part of 
a purchase or sale of intangibles and therefore not to be shown in sched-
ule D. 
which were the basis of such stock dividend are sold, the determination of 
the gain or loss shall be the . cost, when at;quired by purchase, or value when 
acquired by gift, of the stock which was the basis of such stock dividend, 
apportioned over the old and the new shares held after the receipt of such 
stock dividend, except that when the new stock received as a dividend has 
been taxed, under this chapter or under chapter three hundred and seven of 
the acts of nineteen hundred and thirty-three, as amended by chapter 489 
of the acts of 1935, to the seller as a· dividend, the cost of such new stock 
when sold shall be the value at which such stock was taxed. 
All amounts received as winnings from lottery drawings, sweepstakes, 
and the like, must be included in item 23. 
Schedule E--lntereat and Dividends 
Item 26.-Include under this item interest of every kind rj!ceived by you 
or credited to your account by a bank, banking institution, individual, firm 
or corporation, during the past year, except as hereinafter expressly spee-
ified. Debit and credit interest must not be offset, but all interest rece1ved 
must be entered. 
Include interest on so-called "tax refund bonds" not exempt under Mass-
achusetts law. 
Include any portion of income from. a partnership not doing business in 
Massachusetts which accrued from taxable interest. 
Include interest received on credited to all accounts in National Banks. 
Include interest received or credited to all checking accounts in Trust 
O:lmpanies. , 
Interest on deposits in the "Savings Departments" of Trust Companies 
is not subject to tax, if within the legal limits, -
Include that proportion of interest received from mortgage loans secured 
by real estate in Massachusetts, by which the stated amount of the mort-
gage (plus all prior mortgages) exceeds the last taxed value of the real 
estate. ' 
Include all interest received from mortgage loans secured by property 
situated outside Massachusetts. . . 
Omit interest from the following: ( 1) bonds or other obligations of the 
United States; (2) bonds, notes and certificates of indebtedness of The 
Commonwealth of Massachusetts issued since January 1, 1906, and marked 
Tax Exempt; (3) bonds, notes and certificates of indebtedness of counties, 
cities, towns and districts in Massachusetts, issued on or after May 1, 1908, 
and marked Tax Exempt; ( 4) bonds, mortgage notes, and certificates of 
indebtedness which are secured exclusively by recorded mortgage of real 
estate in Massachusetts which real estate is assessed to the full amount of 
the bond issue, mortgage note or certificate of indebtedness plus all prior 
mortgages. (See Department Bulletin 6a.) 
Omit interest on any deposit not exceeding $4000 (or deposit and a~ecu­
mulated interest not exceeding $8,000), in a Savings Bank in Massachusetts, 
and all savings bank deposits in Maine, New Hampshire, Vermont, and 
Connecticut. Omit interest received or credited on all deposits in Savings 
Departments of Massachusetts Trust Companies, if within the legal limits 
and on deposits (not annuities, see Item 22) in the Massachusetts Hospital 
Life Insurance Company. . 
In the case of saving bank deposits in the joint names of two persons, 
the interest thereon is exempt on $8,000 of deposits, or $16,000 of deposits 
and accumulated interest, provided, that neither of such persons has an 
individual deposit in such bank which increases the total deposits of such 
persons above $8,000. 
Omit interest (dividends) on Co-operative Banks incorporated in Massa-
chusetts, but include all payments or credits from Federal Savings and 
Loan Associations. · 
If you r~eive annual or other periodical installment payments from an 
insurance company which are not dependent upon your continued life, in. 
elude such portion thereof as is interest and not the retu_rn of principal. 
This may be ascertained by dividing the amount to which you were entitled 
when the policy matured, by the number of annual payments which you or 
your estate is to receive. The resulting figure should then be deducted·from 
the annual payment received, and the remainder is taxable interest and 
should be included in Item 26. If the annual payments are to continue 
during your lifetime at all events, the whole amount of the payment is 
taxable as an annuity and should be included under Item 22. 
Item 27.-Include all dividends received by you during the year from 
all corporations, joint stock companies and banking associations, organized 
under the laws of Massachusetts or under the laws of any state or nation, 
except co-operative banks, building and loan associations and credit unions 
chartered by Massachusetts, and except savings and loan associations un-
der the supervision of the · commissioner of banks, including any such as 
have been paid to your agent or broker for your account or to your cred-
itors on account of securities held by them as collateral for dP.bts due 
from you. 
Include any portion of income from a partnership not doing business in 
Massachusetts which accrued from taxable dividends. 
Include dividends on shares in National Banks and Trust Companies 
wherever located. 
Include dividends on shares of all corporations organized under the laws 
of Massachusetts, and upon shares in the American Telephone and Tele-
graph Company, the New England Telephone and Telegraph Company 
and the Western Union Telegraph Company. 
Include dividends on shares of railroads incorporated in Massachusetts 
or elsewhere. 
Omit dividends on shares of such partnerships, associations and trusts 
as have filed an agreement with the Commissioner to pay the tax direct. 
(See Department Bulletin 6.) 
All partnerships and business associations not having transferable shares 
are required to make their own returns, so that income from such partner· 
ships, etc., should not be included in the return of the individual. 
Item 28.-0mit stock dividends paid to you in new stock of the compa~y 
issuing the same, but include all dividends paid to you in other stock or 
other securities at the value thereof upon the date of acquisition. 
Item 29.-Include in this item all income received from estates or trusts 
not subject to taxation to the fiduciary in Massachusetts, unless the fidu-
ciary can furnish a detailed statement showing the source of each item of 
income, in which case a memorandum should be attached showing these 
details. 
ltema 30 and 31.-Attach any circulars tending to show the nature of 
the interest or dividends received. 
You should include in Item 31 any dividends concerning which you are 
in doubt, and give the names and amounts received on the following lines. 
Do not include receipts from Massachusetts Executors, Administrators, 
Trustees, etc., who are required to make their own returns and pay their 
own taxes on behalf of the Massachusetts beneficiaries. 
Certain mining, lumber and land corporations declare dividends describing 
them as being a distribution of capital in whole or in part. Such dividends 
must be returned in Item 30, for verification by the Commissioner. The gain realized at maturity on bonds or notes purchased below par 
must be included and losses realized at maturity on bonds or notes pur-
chased at a premium may be deducted. This also applies to calls. Schedule F-lntereat Deduction 
If any executor, administrator, trustee or other fiduciary outside the A full explanation of the method of computing this deduction may be 
State has paid to you during the year any net gains from purchases or sales obtained from the Income Tax Assessor in your district, or from the 
of stocks, bonds, securities or other intangible personal property give the Income Tax Director, 2nd Floor, Scollay Building, 40 ~""-urt Street, Boston. 
details required by Items 23 to 25 inclusive. ' v.o 
If you sold a business for which you received an amount for "good will," Schedule H-The $1,000 Exemption 
enclose memorandum of the facts, showing cost of the "good will" or its This claim cannot be allowed unless all the information called for is 
value on January 1, 1916, and the amount received therefor. clearly given, the claim signed and the details shown of income of both 
When shares of new stock of the company, or of a partnership asso- husband and wife. Losses from one class of income cannot be used to 
ciation or trust the beneficial interest in which is represented by trans'ferable offset income actually received in another class in order to bring the total 
shares, issuing the same received as a stock dividend, or shares of stock income below $1,000. 
THE INCOME TAx Is DISTRIBUTED TO THE CITIES AND TowNs AND HELPs TO REDucE LocAL TAxEs ON REAL EsTATE. 
Form 2 
THE COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF CORPORATIONS AND TAXATION-INCOME TAX DIVISION 
Henry F. Long, Commissioner 
No. F ... .. ..... ................. .......... .. ..  
OK. ...... ............................... . 
1940 Reriaon CA ......................................... . 
NC ......................................... . INCOME TAX RETURN (FIDUCIARY) 
SEE CHAPTER 62, GENERAL LAws TER.. ED. AS AMENDED. Sa CHAPTER 307, ACTS oF 1933, CHAPTER 489, Ac:rs OF 1935, SC ... ...................................... . 
CHAPrER 395, Acrs oF 1937, CHAPTER 489, Acrs oF 1938, AND CHAPTERS 454 AND 486 Ac:rs OF 1939 
RECEIVED 
ASSESSMENT STAMP 
PLEASE FILE YOUR RETURN ON THE 
EARLIEST POSSIBLE DATE 
USE THE FORM BEARING YOUR 
STENCILED NAME AND NUMBER 
UPON WHICH TO FILE YOUR RETURN. 
INSURING ACCURACY IN NAME AND ADDRESS 
VERIFICATION STAMP 
PENALTY FOR LATE FILING 
PLEASE DO NOT WRITE ABOVE THIS LINE EXCEPT TO COMPLETE OR CORRECT STENCILED NAME AND ADDRESS 
t f I • d d • tb Y d• [Insert December 31 of the yeal' covered] e Urn 0 nCOMe reCeJVe Urmg e ear en mg .... ...... ................................ by the return. See lnstruc:tion Sheet. 
WRITE NAME OF ACTIVE 
T A:\IE OF FIDUCIARY .... 
FIDUCIARY FIRST. 
ooREss, ST. & No ... .... . •• •••••••••• d CITY oR TowN oF .... 
. ...... .......... OF .. 
)W OR LATE OF .. . ... .IF DECEASED, GIVE DATE OF DEATH .. OOo dO 0000 .19. 
TE OF APPOINTMENT ... . ....... 193 .. COURT OF APPOINniENT ..... 
ID You MAKE RETURN nd939.? ... . GIVE Km.IBER SHOWN LAST YEAR ON RETURN AND TAX BILL. ..... . ... OdO O ••••••••••••••••• 
INFORMATION RELATING TO THE BENEFICIARIES 
TR.usTEES:-Is income shown in Schedule A being accumulated? Yes 0 No 0 
1 
NAME HOME ADDRESS ~ LEGAL RESIDENCE 3 Arnouftta of Totallftcome 
$ .. 
.. . . ....................... ................... . $ .. 
.. ...................... $ .. . 
....... $ ... . 
4 
Percent&&'•• 
oflncoone 
•·········· d ••••••••••••• % 
• •••• d • .% 
d • d •• % 
. d. $.... . .. . ··· ··· ······· d .. % 
• 
00 0°0 0000 0000 o 0 d d $ 0 •••• •• 0 0 0 0 dO ••• ••0000 0 OOOoooo d 00 .% 
$ . % 
............................... $ ... _. ----~-·· .............. .......... . . .... ...... ~% 
Percentage Taxable (sum of percentages of Massachusetts beneficiaries) =.. . d •• • %Total Income= $ ... 100% 
If it is your desire to have any and all matters connected with this return taken up with your employee. attorney or accountant, 
insert here name and address of the person whom you ·so authorize and to whom the contents of this return may be disclosed. 
Name of person authorized : 
Address : 
The name and address 
:\IUST BE WRITTEN 
BY THE TAXPAYER 
I (we) hereby state that this return, made or carefully examined by me (us), contains, to the best of my (our) knowledge and belief, 
a true and complete statement of all the taxable income called for by the various items herein, which I (we) in the above-described fiduciary 
capacity have received during the year above stated; that the information given herein is true and complete; and that I am (we are) in 
such fiduciary capacity entitled under Chapter 62 of the General Laws as amended, Ohapter 307 of the Acts of 1933, Chapter 489, Acts of 
1935, Oiapter 395, Acts of 1937, Chapter 489, Acts of 1938, Chapters 454 and 486 Acts of 1939, to all of the deductions and exemptions 
which are claimed herein; and that all supporting statements herewith included are true and complete. 
This statement is made under the penalties of perjury • 
Signed this .............. . ......... day oL .. ... . ..... .. . . H •••• • 1940. 
SIGNi~RES { ...... ·······••••••••••••••••··••••••••••••············ FIDUCIARIES 
..................................................... 
Complete AS SOON AS POSSIBLE, AFTER JANUARY 1, 1940 and Transmit this Return to the 
INCOME TAX ASSESSOR IN YOUR DISTRICT 
The Return may, at your option, be Filed with the Income Tax Director, 2nd Floor, Scollay Building, 40 Court Street, Boston 
Under the law this Return Must be Filed On or Before March 1, 1940 to Avoid PeDalty 
SOm-9-'39. No. 8260·2b. 
1940 RETURNS CANNOT BE ACCEPTED AS COMPLETE UNLESS EVERY 2 
ITEM 1. 
ITEM 2. 
ITEM 3. 
SCHEDULE A. TAXABLE INTEREST AND DIVIDENDS 
INTEREST taxable and received during the year from bonds, refunds on bonds, notes and certificates 
of indebtedness; on deposits in national banks, trust companies and other depositaries; and from 
all other money at interest, loans and debts, including certain mortgages. 
DIVIDENDS paid in cash or scrip and received during the year on .shares in all corporations, joint 
stock companies and banking associations, organized under the laws of any state or nation, and 
from transferable shares of partnerships, associations or trusts, domestic or foreigh, whose dividends 
are taxable · 
DIVIDENDS paid in shares of stock, other than stock dividends paid in new stock of the company 
issuing the same, or in other securities and received during the year from corporations, joint stock 
companies, banking associations, partnerships, associations or trusts whose ca,sh dividends are 
taxable . 
ITEM 4. INTEREST OR DIVIDENDS taxable and received by an executor, administrator, trustee or other 
fiduciary not subject to taxation in Massachusetts, and paid to me in my fiduciary capacity during 
the year 
Name of FiduciarY------------------------------------------------------------------ Address ........ -----------------------------------·-------------------
ITEM 5. ALL DIVIDENDS received during the year from corporations or other organizations whose ordinary 
dividends are taxable, and claimed to be a distribution of capital. 
No. of Shares 
ITEM 6. OTHER INTEREST OR DIVIDENDS received during the year, concerning the taxation of which 
the taxpayer is in doubt, and which he submits for such taxation as is proper under the law. 
No. of Shares or Bonds INTEREST DIVIDENDS 
ITEM 7. Total (add Items 1 to 6 inclusive), 
SCHEDULE B. INTEREST DEDUCTION-OPTIONAL 
~ -=From the i ollowingilgures the deduction will-be-computed by the Commissioner of-Corporations and Taxation. 
ITEM 8. Total income received during the year (except from other fiduciaries):-
(a) From real estate wherever located (Net), 
(b) From non-taxable stocks and bonds, including non-taxable stock dividends at value when 
acquired 
(c) From non-taxable savings bank and trust company "savings department" interest 
(d) From exempt Massachusetts mortgage interest, co-operative bank and credit union dividends 
(e) From taxable intangible property (insert sum of Items 1, 2, 3, 5 and 6) (Omit Item 4) 
(f) Total of above, 
ITEM 9. Amount of interest paid by the taxpayer in his fiduciary capacity upon indebtedness, omitting-
(1) interest on such indebtedness as was secured by mortgage or pledge of real estate or tangible 
personal property; and (2) the interest on indebtedness for which the taxpayer in his fiduciary 
capacity is entitled to claim deduction from business income. Attach statement giving names and 
amounts. 
DOLLARS I CTS. 
............................... ! ....... 
·············· ........................ . 
-
'DOLLARS CTS. 
..................................... 
SCHEDULE C. NET GAINS FROM PURCHASES OR SALES OF STOCKS, BONDS, SECURITIES 
AND ALL OTHER INTANGIBLE PERSONAL PROPERTY 
ITEM 10. 
ITEM 11. 
ITEM 12. 
ITEM 13. 
ITEM 14. 
ITEM 15. 
Total amount received from all sales or exchanges of stocks, bonds, securities and all other intangible 
personal property during the year except "rights," which should be entered in Item 11, 
Total amount received during the year from sale of "rights" 
Total receipts from sales or exchanges of intangible personal property (add Items 10 and 11), 
"Cost," or value on January 1, 1916, of such of the property the sale of which you 
report in Item 10, which was not purchased by you in your fiduciary capacity since 
January 1, 1916. (See Department Bulletins 2 and 4-) See instruction sheet for 
"cost" in certain cases. . . 
Cost of such of the property, the sale of which you report in Item 10, as you in your 
fiduciary capacity, purchased since January 1, 1916, 
Total of Items 13 and 14, 
ITEM 16. Net gains from sales or exchanges (subtract Item 15 from Item 12), 
NOTE:-If this schedule is used the totals must be given even though a loss is shown. 
SCHEDULE D. ANNUITIES 
DoLLARS CTs. 
........................................ 
-
.. .................................... . 
ITEM 17. Income received during the year from taxable annuities. DoLLARs CTs. 
From whom received-----------·------------------------------------·-------------------------------------·------------------.. ·--------·------------------------------· (In case of doubt, report the income and attach memorandum explaining in full the source of the income) · .................... ··· ....... .. 
J\ 
·~ 
-
PLEASE FILE YOUR RETURN EARLY IN JANUARY 
THE COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF CORPORATIONS AND TAXATION 
HENRY F. LONG. COMMISSIONER 
INCOME TAX DIVISION· 40 COURT ST .• BOSTON 
INSTRUCTION SHEET TO FORMS 2 and 2A < 1940 REVISION> 
FIDUCIARY INCOME TAX RETURN 
NOTE--Chap. 361, Acta of 1929 provides: Fiduciaries intendine to make final diatribution before the end of auy year are REQUIRED 
to file returns and pay taxes thereon prior to making such distribution. 
IMPORTANT-The executor or administrator of the estate of a resident of this Commonwealth who died during the past calendar year 
should make two returns of taxable income received. The first return should be made upon Form 28 and should include all taxable income received 
by the decedent from the preceding January first to the date of decease, including income received by the decedent from his profession, employment, 
trade or business. The second return should be made upon Form 2 in accordance with this instruction sheet and should include all taxable income 
received by the executor or administrator from .the date of his appointment (which relates back to the date of decease) to the following January first. 
A guardian or conservator appointed during the last calendar year should return taxable income received by the ward from January first 
to the date of guardianship 'upon Form 28; and should return upon Form 2 taxable income received by himself aa such guardia~ or conservator 
from the date of his appointment .to the following January first. 
If either executor, administrator, guardian or conservator has conducted a business during the past year, he must make return thereof on 
Supplementary Form 2A. 
GENERAL INSTRUCTIONS 
c'hapter350 Acts of 1933, re'quires that at least one-half of the tax be paid 
at the time the return is filed and the balance on October 1 following. If this one-
half is not fully paid on or before March first, interest accrues at the rate of one-
half of one per cent per month or major portion thereof. 
- The income tax law relates to ewry Executor, . .\dministrator, Trustee, Guard-
ian, Consen·ator, Trustee in Bankruptcy or Receiver who is an inhabitant of 
Massachusetts, or who held an appointment as .such Fiduciary from any Massa-
chusetts Court, and relates to all taxable income receiYed while such an inhabitant 
·or while acting under such appointment except: (1) executors, administrators or 
trustees of the estates of non-resident decedents appointed by courts outside of 
Massachusetts; (2) trustees under trusts created by persons who were not at the 
time of the creation of the trust and at no time during the year for which the income 
is computed, inhabitants of :.\Iassachusetts and (3) trusts under which none of the 
trustees are inhabitants of Massachusetts and do not derive their appointment from 
a court of Massachusetts. 
Form 2 is for the use of Fiduciaries only. Partnerships should use Form 3; 
Individuals, Form 1; Clubs, Labor Cnions and Taxable Fraternal Organizations not 
engaged in business for profit, Form 3M; Partnerships, Associations and Trusts 
having transferable shares and hadng filed the agreement to r('turn their income 
direct to the Commissioner, Form 3F. 
A Fiduciary must make a return if he or his decedent or ward receh·ed during 
the past year any income of the following kinds: 1-taxable gains from dealings in 
stock or other intangible property; or 2-taxable interest or dividends; or 3-taxable 
annuities (Read carefully Schedules A, C and D). 
A return must also be made if the gross income of the trust or estate for the past 
year from all sources (whether taxable or not) was over two thousand dollars 
($2,000) even though no tax may be payable because of allowable exemptions or 
deductions. 
Returns should be filed as soon as possible after January first and must be 
filed on ·or before March 1st to a\·oid the legal penalt~· of 85.00 per day for de-
linquency. 
If you are in doubt concerning any matter relating to the filing of your return 
or require information not contained in this sheet, consult the Massachusett~ Income 
Tax Assessor in your district, or the Income Tax Director, 2nd Floor, 40 Court St., 
Boston. ' 
Settl.ement of Estates 
Fiduciaries intending to close estates or make final distribution of the property 
in their hands are required to file returns and pay any tax due prior to final dis-· 
tribution. Returns 'of all taxable income recei,·ed up to date of final distribution 
must be made on Form 2 (a separate form being used for each calendar year or part 
thereof) which should be accompanied by the Fiduciaries Statement on Form 5. 
THE FIRST PAGE 
Type or write _plainly to avoid errors and confusion. 
Fill in the date Decem per 31 of the calendar year co\·ered by the return (if not 
already printed) and give carefully and clearly all of the information required in 
the rest of the heading. 
If a business is conducted in a fiduciary capacity, a return should be made of 
such business income on Supplementary Form 2A. 
'Vhere there are several trusts under one will make a separate return for each 
trust. 
INFORMATION RELATING TO THE BENEFICIARIES 
In intestate estates (where deceased left no will) list. those persons who inherit 
the estate by the laws of descent and distribution. 
In testate estates (where deceased left a will) list the residuary legatees showing 
the proportion giyen each by the residuary clause in the will, pro\·ided there are 
enough assets in the estate to pay all debts and nioney lega<'ics and leave a balance. 
Do not list legatees who receh·e money legacies only. 
If the Vlill contains one or more bequests to be held in trust, list the life tenants 
of the trusts and show the portion of the income to which each is entitled. 
In guardianships and conservatorships, give the wards name and home addre!ls. 
In trusteeships (actual or constrncth·e) under \\'ills, indentures or implied trusts, 
list the life tenants in the proportion gh·en each by the will or trust instrument. 
In returns by trustees, or executors acting as trustees, where taxable stock 
di,·idends, taxable gains from the purchase or sale of intangibles, or dh·idends which 
are wholly or in part credited to capital ha,·e been received during the past calendar 
year and in cases where all or a part of the taxable income is accumulated for 
remainder interests, the return must, in addition to information as to the life 
tenants, be accompanied by a statement in detail of the names and residences of the 
remaindermen (or a statement that they are unborn, unascertained or uncertain) 
and showing the manner in which they share the remainder. If such statement is 
not furnished, all taxable income payable to or accun1ulated for the benefit of the 
remaindermen will be assessed as 100 per cent resident without further notice. 
Income accumulated in trust for the benefit of unborn or unascertained persons or 
persons with uncertain interests is taxed as if aocumulated for the benefit of in-
habitants of this Commonwealth. . 
In column 1 give the name of each and e\·ery beneficiar~· to whom the bcome 
receh·ed by you during the past calendar year is payable or for whose benefit such 
income has been accumulated. 
. In column 2 gh·e the legal residence of each such beneficiary during the past 
calendar year. 
In column 3 gh·e the total •amount of income payable to or accumulated for 
each beneficiary during the past calendar year. . 
This total will include (a) gross taxable income (omitting gains from sales), 
(b) gross non-taxable income and (c) net income from real estate, if any. The total 
of the column should be the total gross income recei,·ed during the past calendar 
year Vlith the exception of income from real estate which should be figured net. 
Attention is called to the fact that the figures in this column are used for the 
purpose of determining what part or proportion of the taxable income shown on 
page 2 of this return is payable to or accumulated for the benefit of beneficiaries who 
are resident in Massachusetts. 
12Sm·9·'39. No. 8260·13. 
In column 4 gi,·e the percentage or fraction of total i~come received which is 
payable to or accumulated for each beneficiary. 
C~lut:nns 3 and.4 need not be filled in (except where there are annuitants) if all 
btmefictartes are restdents of Massachusetts and no $1000 exemption is claimed. 
Column 3 need not be filled in (except where there are annuitants) if each 
benefi:ciary is paid or is entitled to a specified fraction or percentage yearly of the 
total mcome. 
~n all ~ases where t~ere are annuitants, where income is distributed according to 
the dtscretwn of a fiduclUry, or where the shares of the heneficiaries ,·ary from year 
to year column 3 must be filled in. 
Do not sign your return until you have carefully Yerified eYery answer con-
tained therein. 
THE SECOND PAGE 
Schedule A-Interest and Dividends 
~tem 1. Incl~tde under .this item interest of ~Yer;v ki_nd ~eceivecl, or credited to 
you m y~>Ur fidu~tary capactty, by a bank, bank!ng mstttutwn, individual, firm or 
corporatJ?n: dunng the past year, except as her~mafter expressly specified. Debit 
and credtt mterest must not be offset, but all mterest receh·ed must be entered 
Interest accrued during the life of the decedent and collected by you after th~ 
decedent's death must be included. 
Include interest on so-called "tax refund bonds" not exempt under Massachu-
setts law. 
Include interest receiyed or credited to all accounts in National banks. 
Include interest recNn>d or <'redited to all C'hecking accounts in Trust Com-
panies. 
Interest on deposits in the "Sa\·ings Departments" of Trust Companies is not 
subject to tax, if within the legnl limits. 
Include all interest receh·ed from mortgage loans secured by property situated 
outside Massachusetts. 
Include that proportion of int~rest receh·ed from mortgage loans secured by 
real estate in Massachusetts by which the stated amount of the mortgage (plus all 
prior mortgages) exceeds the last taxed \·alue of the real estate. 
Omit interest from the following: (1) bonds or other obligations of the United 
States; (2) bonds, notes and certificates of indebtedness of The Commonwealth of 
Massachusetts issued since January 1, 1906, and marked tax exempt· (3) bonds 
notes and certificates of indebtedness of counties, cities, towns and' districts i~ 
Massachusetts, issued on. or after M_ay 1, 1908, and !?larked tax exempt; (4) bonds, 
mortgage notes and certtficates of mdebtedness whtch are secured exclusively by 
recorded mortgage of real estate in :\Iassachusetts which real estate is assessed to 
the full amount of the bond issue, mortgage note or certificate of indebtedness 
plus all prior mortgages. (See Department Bulletin 6a.) 
Omit interest on any deposit not exc('eding $4,000 (or deposit and accumulated 
interest not exceeding $8,000), in a SaYings Bank in Massachusetts, and all savings 
bank deposits in Maine, ~ew Hampshire, Vermont, and Connecticut. Omit 
interest receh·ed or credited, on all deposits in SaYings Departments of Massachu-
setts Trust Companies. if within the legal limits, and on deposits (not annuities) 
in the Massachusetts Hospital Life Insurance Company. ' 
In the case of sa\'ings bank deposits in the joint names of two persons the 
interest thereon is exempt on $8,000 of deposits, or 816,000 of deposits and ac-
cumulated interest, proYided, that neither of such persons has an individual de-
posit in 11uch bank which increases the total deposits of such persons above $8,000. 
Omit interest (dividends) on Co-operative Banks incorporated in Massa-
chusetts, but include all payments or credi.ts from Federal Savings and Loan 
Associations. 
Item 2. Include all dh·idends receh·ed during the year from all corporations, 
joint stock companies and banking associations, organized under the laws of Massa-
!lhusetts or under th!ll~ws of any stat.e or I?ation, except co-operative banks, build-
mg and lo'an assomattons and credtt ·muons . chartered by Massachusetts, and 
except savings and loan associations under the supervision of the commissioner of 
banks, including an~· such as have been paid to your agent or broker for your 
account or to your creditors on account of securities held by them as collateral 
for debts due fron• you in your fiduciary capacity. Include dh·idends declared 
prior to the death of the decedent and receh·ed by you after the death of the 
decedent. 
Include dividends on shares in National Banks and Trust Companies wherever 
located. 
Include dividends 011 shares of all corporations organized under the· laws of 
Massachusett s, and upon shares in the American Telephone and Telegraph Coru-
pany, the ~ew England Telephone and Telegraph Company and the Western 
Union Telegraph Company. 
Include dividends on shares of railroads incorporated in Massachusetts or_ else-
Wh(lre. . .. 
Omit dividends on shares of such partners~ps, assomatums and tr.usts as have 
filed an agreement wi~ the Commissioner to pay the tax direct. (See Department 
Bulletin 6.) 
Item 3. Omit stock dh·idends paid to you in new stock of the company issuinl( 
the same, but include all rlh·idends paid to you in other stock or other securities at 
the value thereof upon the date of acquisition. · 
Item 4. Include all income . received from estates or trusts not subject to 
taxation to the fiduciary in Massachusetts, unless the fiduciary can furnish a 
detailed statement showing the source of each item of income. in which case a 
memorandum should be attached showing theae details. 
Items 5 and 6. You should include in Item 6 any dividends concerning which 
you are in doubt, and give the names and amounts received on the following lines. 
Certain mining, lumber and land corporations declare dividends describing 
them as being a distribution of capital in whole or in part. Such dividends must 
be returned in Item 5, for verification by the Commissioner. 
NoTE:· In every case where dhidends are returned in Item 3 or Item 5 there-
turn must be accompanied by a statement in detail of the names, residences and 
shares of the persons to whom such income is payable or for whose benefit it is 
accumulated. 
Schedule B-Interest Deduction 
A full explanation of the method of computing this deduction may be oJ:>tained 
from the Income Tax Assessor in your district, or from the Income Tax Duector, 
2nd Floor, 40 Court Street, Boston. 
Schedule C-Net Gains from Purchases or Sales of Stocks, etc. 
General. Intangible personal property includes all securities, such as stocks 
and bonds, both taxable and non-taxable, notes, bills receivable, "futures," "puts," 
"calls " and all kinds of rights and credits, as distinguished from goods, wares and 
merchandise, which are tangible pel"l!Qnal property. Only gains actually realized 
and losses actually suffered are to be here included, i.e., "paper" profits or losses 
are not to be included. 
The total amount received from the sale of "rights" must be included for 
taxation. . 
Where stocks, bonds, etc., are exchanged for other property, include the market 
value of the property received in exchange as the amount received. 
Dividends received in liquidation of corporate holdings. are noL a p:trt of a 
purchase or sale of intangibles and therefore not to bP- shown m sdtl'dulo C. 
The gain realized at maturity on bonds or notes purchased below par must be 
included and losses realized at maturity on bonds or notes pUrchased at a premium 
may be deducted except where such premium has been amortized. 
Item 13. 'Vhere securities were purchased prior to January 1, 1916, and the 
identity of the certificates sold can he positively established, the basis of determi-
nation of such profit or loss shall be the ,·alue of such property on January 1, 1916, 
or the cost thereof, whichever is higher. 
SPECIAL RULES FOR "COST" IN CERTAIN CASES 
1. Guardians and consen·ators shall take as such cost the actual cost to the 
ward in all cases where the securities were purchased or acquired suh>lequent to 
January 1, 1916, and in all cases where such securities were purchased or acquired 
by the ward prior to January 1, 1916, they shall take either the actual cost or the 
value on January 1, 1916, whicheYer is higher. 
2. Adnunistrators, executors and trustees under the residuary clauses of the 
wills of persons deceased on or after January 1, 1916, shall take as such cost, the 
value as of the date of death of their decedents and in the case of the estates of 
persons deceased prior to January 1, 1916, they shall take as such cost either the 
value as of the date of death or the Yalue on Jauuary 1, 1916, whichever is higher. 
3. The transfer of securities to a trustee upon the creation of a trust by deed 
does not constitute a sale to the trustee. l:pon the sale of the securities by the 
tmstee, the cost, in eases of irrevocable trusts established on or after January 1, 
1916, shall be the value as of the date of the establishment of the trust; and in cases 
of irrevocable trusts established prior to January 1, 1916, the cost shall be the value 
as of the date of the establishment of the trust or the value on January 1, 1916, 
whichever is higher. 
4. In the case of revocable trusts established on or after January 1, 1916, tb.e 
cost shall be the actual cost to the grantor of the trust; and in the case of revocable 
trusts established prior to January 1, 1916, the cost shall be either the actual cost 
to the grantbr of the trust or the value on January 1, 1916, whichever is higher. 
NoTE: In every case where gains are reported for taxation the return must be 
accompal}ied by a statement in detail of the names, residences, and shares in whit>h 
the capitiLI is to be finally distributed. 
Schedule E-Expense Deductions for TRUSTEES only 
This scheaule may be used only by trustees duly appointed and qualified as 
such. It may not be used by other fiduciaries, although claiming to act as trustees 
or performing similar duties. 
Expense deductions are limited to those enumerated in Items 19 and 20 and 
Item 22. 
If deductible expenses are claimed for either Items 19 or 20, Item 18 must be 
answered: otherwise no deduction will be allowfld. 
If deductible expenses are claimed for only Item 22, Item 18 need not be 
answered. 1 
Deductible expenses claimed under Item& 19 and 20 will be apportioned among 
taxable income, tax-exempt income and net income from real estate, so that each 
kind of income will bear its proportionate share. 
No deduction is allowable for state or federal taxes. 
Item 22 Trustees' compensation is limited to the amount actually paid as 
commission during the year preceding that in which return is due to be filed upon 
taxable interest and dividends teceh·ed (excluding ~tock diYidends), such amount 
not to exceed six per cent thereof. 
The 11,000 Exemption 
This claim cannot be allowed unless all the information called for is clearly 
given, the claims signed and the details shown of income of both husband and wife. 
Losses from one class of income cannot he used to offset income actually received 
in another class "in order to bring the total income below $1,000. 
INSTRUCTION SHEET TO SUPPLEMENTARY FORM 2A (t94o REVISION) 
FIDUCIARY'S BUSINESS INCOME TAX RETURN 
A Return on Form 2 must always accompany a return of business .income on SuPPLE~IENTARY FoRM 2A 
GENERAL INSTRUCTIONS 
THE FIRST PACE 
Type or write plainly to avoid errora and confllllion. 
Fill in the date December 31 of the calendar year covered by the return and give carefully 
and clearly all of the information required in the reet of the heading. 
Bullineu lnco~~~e of the Fiduciary 
BUIIin- income and e:r:pen- mav be returned either on the baai.o of cash actually 
received and caah actually paid out during the past year, or on the ao-called "Accrual" basis 
abowing the total income and e:r:pendituree aecrued during the year; whether or not the actual 
caah bas been received or paid out. Thia diatinction abould be kept clearly in mind and every 
item in thia achedule ahould be anawered on thP same basis, i.e., CSBb BSBia throughout or 
Accrual Baaia throughout. If you take inventories and keep your business accounta on the 
Accrual Basia1 you are expected to make this return conform to aueh accounting basis. 
If you returned on the Accrual Basia last year your return of this year muat be on the 
eame bSBis. If you returned on the Cash Basia laat year. and wiah to return on the Acr.rual 
Basis this year, the Department reserves the right to readjUIIt asseeements. Ask for Form 14. 
Item 1. (CSBh Basi.o.)-If returning on the Cash Basis include all cash received during 
the past year from eales, services and from charge accounts of the past year and all previous 
years. (All interest or dividends must be reported in Sehedul11 A, Form 2.) 
Include the cost of all goods taken from the business during the past year for peraonal 
or family Ulle by any of the beneficiaries. 
Include amounts received ae insurance on account of loll8e& of stock in trade by lire, theft 
or other casualty. 
Item z; (Accrual Basie.)-If returning on the Accrual Basis include the total gro88 
... !es of the business for the past year, excepting only income called for 1mder Schedules A 
and Con the 2d page of your return on Form 2, together with all other miscellaneous receipts, 
including any portion of bad dehta previously charged off which was received during the year. 
In.,!ude amounts received as inauranee on account of lo88e8 of stock in trade by lire, theft 
or other cSBualty. 
Omit reserves for discounts from this item. 
If you have aold out the business, enclose memorandum of this fact 11·ith details of the 
price received for (1) Stock in trade, (2) Real estate and Equipment and (3) Good will. 
Item 3. (Either Basis.)-Include gains from the sale of capital assets other than stock 
in trade, and intangibles. showing the gains actually received if returning on the Cash Basis, 
and gains accrued 88 well as received if returning on the Accrual Basis. To compute the 
gain deduct from the actual cost (or the fair cash value on Jan. 1, 1916, when houJ(ht prior 
thereto) the total amount of depreciation written off or allowable since Jan. 1, 1916. then 
deduct this balance from the price received. 
Items 4 IUld 6. These i terns must be answered by all who return on the Accrual Basis 
unless the bUIIiness deals solely in peraonal services. 
Inventories should be valued at (a} cost or (b) cost or market, whichever is lower. 
Item 7. (Cash Basis.)~If return is on the Cash Basis include only cash actually paid 
out for merchandise during the year. . 
(Accrual Basis.)-Inelude net cost of all goods. purchased during the year. 
(Either Basis.)-All discounts or rebates received or credited (unleSB included in lteme 
1 or 2 as a part of the groSB earnings) must he deducted from the original cost price. 
Item 8. (Caeh Basis.)-Include only amount of cash actually paid out during the past 
year. 
(Accrual Basie.)-Expenses actually incurred but not paid out may be included if actually 
written upon the hooks, except as provided below. 
Item 8a. On1it gifts and "bonuses'' to employees which are not paid jn respect of sen·ices 
rendered or to be rendered. 
Item Sc. If the trust or estate owns the building used in the b;.sineSB do not include 
an estimated rental value thereof. If only a portion of rent'XI property is used in the business, 
only a fair apportionment of the rent is deductible. 
I tent Sd. Include only brdinary repaira ohargeabl.- ·to· income. Extraordinary repaira 
and a1terationa are rw:arded ae capital in,·eetments and ahould be omitted from the return. 
Omit amounts spent for tools. fixturl!l! or Qther additions to e<utipment or capital ~ (i.e., articles not intended for resale) unless their use is exhausted within two years. E:r:penoee 
for additions to equipment not so exhausted must he addoo to capital account and allowance 
taken as depreciation. 
Item Se. 
insurance. 
No deduction is permissible for rent insurance, or for u..e or occupancy 
Item Sf. Only taxes paid in respect of the Fiduciary's income of, or tangible property 
used in. the business herein reported may be deducted. If only a portion of the whole premi-
is used in the business, taxes and other '"a! estate expenses must be apportioned. 
State or Federal income taxes paid in the put year may he claimed under this item only 
in 80 far as r.bey were paid on business income. 
Amounts paid by you under the United States Social Security Act or the Massachusetts 
Unemployment Insurance Act on account of persons in your employ, may be deducted. 
Item Sg. Include only interest paid on funds aetuall~· used in the business here reported. 
Do not include any interest already included in Item 9 of your return on Form 2. 
Item Sk. Omit gifts, donations to charity and all entertainment expense. 
Item lla. Depreciation may be claimed onh' in reference to tangible property (such 
as buildings, n1achinery, implements, furniture, fixtures, and the like), actually used in -the 
bWiiness, the income of which is returned under Item 1 or 2. Only aueh depreciation as baa 
been actually written off on the books in the past year may he claimed in this item. 
The approved method for determining annual depreciation is to divide the aetqal cost 
by the eetimated life of the propert)' in years. 
Claim for depletion can only be allowed in the "Case of mining, quarrying or other such 
enterprises where some natural deposit is being depleted, or where the income reported in 
Item 1 is derived in whole or in pal"t from copyrights or patent rights. In the ease of patent 
rights, only one seventeenth of the original cost (including actual cost of experimentation, 
fee&, and the like) may be included in any one year during the term of the patent. 
Only depletion actually \\"!"itten off on .the books in the past year will be allowed in any 
case. r 
The details required and sufficient facts to justify the deductions claimed must be stated, 
or the same cannot be allowoo. 
· If you were insured against a loss ·from lire, theft or other casualty do not include the 
amount of such loSB, e\•en though actual payment therefor has not been made by the insur .. nee 
company. When the lo88 is finally adjusted an)' excess of loSB on buildings, furniture, fixtures 
and the like, ·over insurance received may be deducted. Give the details of aU loMeS claimed. 
ltem<l1b. No amount should he included in this item unless,-
(a) The return is on the accrual basis, and 
(b) The account arose since D~ember 31, 1915, and has been determined in your oound judgment to be wholly worthless, and 
(c) The amount has been actually charged off on yOur books during the taxable year, and 
(d) The amount has been included as income received in this or a prior return made for 
l\Ia88Sehusetts Income Tax purposes: · 
Item IJb. Each beneficiary may claim 52,000 exemption from his share of the business 
income proYided such share amounts to $2,000 and prO\·ided further that he has not already 
claimed this exemption in another return. This must be claimed by each beneficiary filling 
out the exemption claim in one of the forms printed on the second page. Additional forms 
(Form 21) will be furnished if required. The total of this exemption in all return• in which 
the beneficiary is interested must not exceed $2,000. 
THE SECOND PACE 
Family Deductions 
If a beneficiary is married and has been Jiving with his wife or husband during the entire 
taxa'ble year, such beneficiary may claim a deduction from his share of the business iqcome 
of $500 proYided his share of profits amount to S500 in excess of other family deductions and 
the $2,000 exemption claimed. 
If a beneficiary had any children li\·ing who were under the age of 18 years on January 1 
of the year in which the return is due to be filed, such beneficiary may claim a dedtJetion of 
$250 for each such child. , 
If either or both of a beneficiary's own parents are entirely dependent upon and supported 
by such beneficiary he may claim a deduction of $250 for each such parent. 
If u beneficiary bas been married and living with wife or husband only a portion of the 
taxable year, or his own children were under eighteen yeara of age a part of the year or were 
born during the year, or his own parents were dependent and supported by him only a portion 
of the taxable year the exemptions proYided for in the return must be prorated, on the basis 
of the number of months that the exemption is allowable compared with twelve months. 
That is, so many twelfths of the exemption, leSB than one-haU a month being excluded. 
XoTE: If the beneficiary is claiming any Family Deductions on any other return, put 
in this return ·only the unclaimed balance of the amount to which such beneficiary is entitled. 
THE Ixco!\IE TAx Is DISTRIBUTED TO THE CITIES AND TowNs AND HELPs TO REDUCE LocAL TAxEs oN REAL EsTATE. 
ITEM IS ANSWERED WITH FIGURES OR WITH THE WORD "NONE'' 1940 3 
SUPPLEMENTARY STATEMENTS 
Must be answered by all trustees except those acting under the will of a person who died an inhabitant of Massachusetts. 
Need not be answered by executors, administrators, guardians, conservators or receivers. 
(a) 
(b) 
(c;) 
(d) 
(e) 
(f) 
Name of creator of trust ......................................................................................................................................... ....................... ............................. .............................................. ......... . 
Date the trust was created ... ... ........ ........................... .......... .. ............. .. ..... .............. ..................................................................... .. .............. .. 
Residence of the creator of the trust at the time the trust was created............... ......... ... . ..... .. .... ..... .... .. . 
If the creator, at the time the trust was created, was not an inhabitant of Massachusetts, was he at any time during 
the year covered by the return, an inhabitant of Massachusetts? .............. ........ . 
Are all trustees inhabitants of Massachusetts?. .. . .. . ... . . .. .. . ................... . • •• •• •• • !.. •• ••.•.••••••• 
If some of the trustees are not inhabitants of Massachusetts. give the full name and legal residence of each trustee. 
N arne Legal Residence 
(g) Does the instrument creating the trust contain a power of revocation? ...... . 
SCHEDULE .E. CLAIM FOR EXPENSE DEDUCTIONS (Sections 10 and 13 of Chapter 62, General Laws 
as amended) Optional, and ONLY allowable to "Trustees" 
ITE:\1 18. Gross income of trust from all sources ~taxable and tax-exempt) including gains from purchases, I DoLLARs ICTs. 
sales or exchanges and net income from real estate, but excluding business income,* . . . . . . .. .. . . ... ... ..... ... . 
EXPENSES CLAIMED (Include only payments actually made in the calendar year co,·ered by the return) . 
ITEM 19. Rentals of safe deposit boxes used exclusively for the trust, 
ITEM 20. Premiums on surety bonds of trustees. 
ITE:\1 21. Total of Items 19. and 20 . . 
ITE:\1 22 Trustees' compensation (actually paid on Item i of Schedule A and not exceeding 6o/c) 
~ 23:" "Rite OfOon~PeWilttol.,ae.~ ~~·~iiRi@~l!ljilillillll·lilil· 
DoLLARS CTs. 
. .............. . 
-
NOTE:-If the above information is furnished, the Commissioner of Corporations and Taxation ·will compute and credit the amount properly deduct-
ible from taxable income. 
*If. deduction is desired only for trustees' compt'nsation, only Item 22 and 23 need be answered; otherwise each item must be fully answered or the 
deduction must be disallowed without further notice. 
NOTE-Chap. 361, Acts of 1929: Fiduciaries intending to make final distribution before the end of any year are now 
REQUIRED to file returns and pay taxes thereon prior to making such distribution. 
If you are conducting a business in your Fiduciary capacity you must also make a supplementa!"y return of such business income 
on Form 2A, which should accompany this Return. 
OPTIONAL 
BENEFICIARY'S CLAIM OF ONE THOUSAND DOLLARS ($1,000) EXEMPTION 
Do not claim if your Income from All Sources exceeds $1,000, or if the Combined Income of Yourself 
and Your Wife or Husband from All Sources exceeds $1,500 
I hereby state that my total income from all sources, both taxable and non-taxable, during the calendar year herein reported 
did not exceed one thousand dollars·, and that the combined income of myself and my wife or husband during the said year from all sources, 
both taxable and non-taxable, did not exceed fifteen hundred dollars, and I therefore claim exemption from tax on my share of the income 
reported herein under Schedules A (Interest and Dividends) and D (AnQuities), no part of said $1,000 exemption having been claimed in 
any other return, except as follows: $. .. ... .... .. ... .. . ........ .. .. .. claimed in return of... ...... .... .. .. . ... . .. ....................................... .. 
If married, name of husband or wife . .. ... . . . 
The total amount of my income during said year from all sources both taxable and non-taxable was 
The combined income of myself and my wife or husband from all sources, both taxable and non-taxable, was 
The amount of my share of the mcome herein reported is 
$ ........ ......................... ... .. 
$ .... ................................. .. 
$ ...................................... . 
Annexed hereto, and made a part hereof. is detailed statement of every item of income received by me, and also by my wife or 
husband, during the year covered by the return. (Separate statement for each.) If living quarters or board are furnished as a part of com-
pensation, the fair value thereof must be inclus:led. This statement is made under the penalties of perjury. 
Signed this ................................. day oL ......................................... 1940. 
(Beneficiary's signature) ......................................................................................................................... .. 
Additional copiea of the abo.e fonn for Beneficiary' a claim of $1,000 exemption (Form 20) will be furniahed upon requeat to any of the local 
~of the O.putnwnt, or to the Income Tax Director, 40 Court Sti'Mt, Boaton. Unlea an exemption claim ia aicnecland attached to the return, 
the clalm will be conaiderecl to be walwd, 
1940 -OMPUTATI(,, vf t"OUR fAX 
TAXABLE INTEREST AND DIVIDEND5-(Copy Item 7) 
Interest Deduction (If claimed) 
Item 7 less 4 ..... .. .. X Item 9 . 
Item 8f 
soq of Item 7 less 4 (. .... 
Deduct lesser of above amounts from Item 7 
~ Proportion of I tern 21 ~Expense Deductions (For Trustees only) w '"" en>- Item 7 . X Item 21 . :J...l ~~(Item 18. ..... 
ct:: . 
~ Item 22 
Compensation 
Total of expense deductions for Trustees 
Net Interest and Dividends 
*Taxable .. .. % in Massachusetts (Apply to abo1·e amount) 
NET TAXABLE INTEREST AN"D DIVIDENDS 
payable to inhabitants of Massachusetts 
DoLLARs ' CTs. 
·- ·· ...... ······ .... ······ ............ ······ ..... . 
Fiduciaries other than trustees must 
carry into · · ~et Interest and Di1·idends" 
~low, and apply "Taxable. . .. % 
m Massachusetts" thereto. 
TAXES 
DOLLARS CTS. 
Tax at 6'7c ================~~~~~~1=:1=~~~···················--···--········· ......... . 
NET GAINS 
ct:: 
Expense Deductions (For Trustees only) 
Proportion of Item 21 
Item 16 ... . ....... . ... XItem 21 .. 
~ Item 18 . 
Total of expense deductions for Trustees 
Copy Item 16) 
Net Gains 
Taxable . . % in Massachusetts (Apply to ab01·e amount) 
1-
............................. ...... ...... ········ 
===}\=T=~=J=M=G=a=~=!=~=~=u=~=:=£t=~=b=_le=to=o=r=a=c=cu=m=u=l=a=te=d=fo=r=in=h=a=b=it=a=n=t=s=====l=·=··· :i=· ·=···=i:· =···=l·· =·· ·=i==i===i:·=····~· ·::···=l--'==···=1· ·I==T=ax=. =at=JC"::~ c~···· · · ······ ······ ............ ...... ...... ..... . 
ANNUITIES (Copy Item 17) 
Taxable ............ % in Massachusetts (Apply to above amount) 
NET TAXABLE ANNUITIES payable to inhabitants 
of Massachusetts . Tax at lY,~( ====================JF.===l===~~Q~~=====~···· · - ........................ ·····- .......... . 
BUSINESS INCOME from Form 2A (Item 12 less Item 13a) 
Taxable .. ..o/c in Massachusetts (Apply to ab01·e amount) 
Copy Item 13b (Form 2A) and deduct 
·················· ············ ······· ···· ······ ..... 
KET TAXABLE BUSINESS INCOME payable to inhabitants of 
Massachusetts Tax at IY,% 
Add Total Tax from Form 2B ................. ...... ...... ................. 
ADVANCE PAYMENT Total .................... .. ............. .. ........................................................................................................................................ ...... ...... ...... . ..... ...... ...... ...... --·· 
1940 Additional Tax 10% ThereoL .................................................................................................... ............................ . 
0 Due March 1, ............................................... Total..................... . .................... .... 1······ ............... . 
~::: ~: ~~. f;;: ~::~~e; ·i ·,·::·~::·.·: :·.·.·.·.·-~-·-·:~ .. ·::::::::::::::::::: .. :·:::::···:·· : :· :··:::::·::·::·.::·.· ·~-·-· ... ·.:::.:·· --.· .. ··.· ... · ..:.: ·::::_ .: .: .. ::.: :.:::_ · .... ·- .... 
·---+···· Penalty (Late filing of return) ..................................................... .................. .... ··· ·····n········ ...... ..... J.. ................... L. 
Total Tax........... ..... ... . .. ............... .. ........ . ... · ········ · · ···· · · · · · ···· -····· ···· · ····· ·····-\--·· · ······ ······f··· ·· ···· ··l····--
Advance Payment. .. ............ ... . ... .... ... . ..... . .... ..... ... ......... .......... ....... . .... ..... ..... ..... . ....... L ...... ... . 
Date ... 
Amount ...... n ••• 
0 Cash 
Teller ................... . 
0 Oleck 
Balance ............. ·············-······-·---····--········································--·············--·-·-············--····--·-·······------ ...... - · ·· ··~· · · ·· · ..... -··- - -~· ·· ·· - --··-- ·-~· MAKE CHECKS PAYABLI TO THE COMMONWEALTH OF MASSACHUSETTS 
*Where taxable stock dividends or dividends which are in part capital are returned, the amount of these actually accredited to capital should be omitted 
from this item, and the tax on such dividends calculated upon the percentage thereof which the shares of principal passing to residents of Massachusetts and to 
unascertained persons bt-ar to th<:> total principaL 
THE INCOME TAx IS .Dis.TRIBL'TED TO THE CITIES AND TowNs AND HELPS To REDUCE LocAL TAXES ON REAL EsTATE 
PLEASE FILE YOUR RETURN ON THE EARLIEST POSS,BLE DATE 
MAKE CHECKS PAYABLE TO THE COMMONWEALTH OF MASSACHUSElTS 
A 
,, 
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